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INTRODUCTION 


1. the Chairman of the Public Accounts Committee, having been 
authorised by the Committee to present the Report on their behalf, 
present this Twenty-sixth Report on the working of the Iron and 
Steel Controller’s Organisation. 

2. The Public Accounts Committee at their sitting held on the 
22nd October, 1959 appointed a sub-Committee to enquire into certain 
aspects of the working of the Iron and Steel Controller’s Organi- 
sation. The Report of the sub-Committee which is appended hereto 
was considered and approved by the Public Accounts Committee at 
their sitting held on the 24th March, 1960 (Appendix I) and should 
be treated as the report of the Public Accounts Committee. 

3. A statement showing the summary of the conclusions/recom- 
mendations of the Committee is appended to the Report. (Appendix 

n). 


New Delhi; 

The 24 March , 1960 
Chaitra 4, 1882 ( Saka ) 


UPENDRANATH BARMAN, 

Chairman, 

Public Accounts Committee. 




IEPORT OF THE SUB-COMMITTEE ON THE WORKING OF THE 
IRON AND STEEL CONTROLLER’S ORGANISATION 




INTRODUCTION 


1. the Chairman of the sub-Committee of the Public Accounts 
Committee, having been authorised by the sub-Committee, pre- 
sent this Report on their behalf on certain aspects of the working 
of the Iron and Steel Controller’s Organisation referred to in 
paragraphs 36, 37, 38 and 39 of Audit Report (Civil), 1958 and 
paragraphs 35 and 37 of Audit Report (Civil), 1959. 

2. At their sitting held on the 22nd October, 1959, the Public 
Accounts Committee appointed a sub-Committee consisting of the 
following Members of the Committee to investigate into the afore- 
mentioned case: 

Shri Upendranath Barman — Chairman. 

Members 

2. Shri Shradhakar Supakar 

3. Shri S. V. Parulekar 

4. Shri Radha Raman 

5. Shri Surendra Mohan Ghose 

6. Shri Amolakh Chand 

7. Rajkumari Amrit Kaur 

3. The sub-Committee visited the Office of the Iron and Steel 
Controller at 33, Netaji Subhas Road, Calcutta, for an on-the-spot 
study on the 27th, 28th and 29th December, 1959 and also held 
informal discussions with the Iron and Steel Controller on those 
days on the points raised in the Audit Paragraphs. 

4. The sub-Committee also examined the Secretary, Ministry 
of Steel, Mines & Fuel (Department of Iron and Steel), on 11th 
February, 1960. 

5. The sub-Committee place on record their appreciation of the 
assistance given to them in the course of their examination of this 
case by the Comptroller and Auditor General of India. 


New Delhi— 1, UPENDRANATH BARMAN, 

The 18th March, 1960. Chairman, 

Phal^una28,lS8lJSaka) . Sub-Committee of P.A.C. 
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IRON AND STEEL CONTROL 


* Historical Background: With the outbreak of hostilities in 
September 1939, it became apparent that the peace time procedure 
of procuring steel to meet Government requirements would not 
serve the purpose. Contracts were, therefore, entered into with 
the main producers for supply of steel at commercial prices ruling 
before the outbreak of war. Upto the end of 1940 there was an 
Adviser on Steel Supplies appointed by Government to assist Gov- 
ernment to obtain steel for war purposes at reasonable rates. As 
time passed, the demand for steel went on increasing, whereas 
the position of imports became more and more difficult. In 1941 
the Iron and Steel (Control of Production and Distribution) Order, 
1941, was promulgated and the Adviser on Steel Supplies was 
appointed as Iron & Steel Controller with powers to control steel 
and to arrange for its sale at controlled rates to quota-holders. 

With steel becoming scarce after the outbreak of war, the demand 
for scrap also increased and as the supply position of scrap was 
limited, the Iron and Steel (Scrap Control) Order, 1943, was issued 
in March 1943. Under this Order the Iron and Steel Controller 
was given full powers to distribute scrap at controlled rates. 

The Iron & Steel (Control of Production and Distribution) 
Order, 1941 and the Iron and Steel (Scrap Control) Order, 1943, 
were amalgamated. Modifications on the basis of past experience 
were made and a new Order entitled Iron & Steel (Control) Order, 
1956, was issued on 8th May, 1956. 

2. The consumers are classified into eleven broad categories, e.g .. 
Defence, Railways, Industrial Maintenance and Packing, Govern- 
ment Development Schemes, Steel Processing Industries, Private 
Industrial Development, Export, States (Agricultural), States (Non- 
Agricultural) , Housing of Displaced Persons and Small Scale Indus- 
tries. The demands under each group are scrutinised, consolidated 
and sponsored by various Sponsoring and Coordinating authori- 
ties and allotments are made at a quarterly meeting taking into 
consideration the essentiality of demand and availability of steel. 
Special quotas are allotted to the States for distribution to the gene- 
ral public and small scale manufacturers, both for agricultural and 

•Based on material supplied by Iron & Steel Controller. 
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non-agricultural purposes. The distribution of the State quota is 
left entirely to the discretion of the respective State Governments. 
The distribution of scrap and defective iron and steel is also done 
through the State Governments. Quota Certificates against ath 
ments are issued to individual allottees by the respective Sponsor- 
ing and Coordinating Authorities. Steel is obtained against Qu 
Certificates either by placing orders on producers through the Iron 
and Steel Controller or from controlled stock-holders direct. 


3. Administration : The Office of the Iron and Steel Controller 
is divided into four main Divisions as indicated below: 

1. Planning and Production. 

2. Price and Accounts. 

3. Steel Import Control. 

4. General (e.g. Administration, coordination and purchase 

of steel). 


From the middle of 1955, the tempo of work in the Office has 
been generally on the increase. This was mainly due to the fact 
that the Government of India decided to import large quantities of 
steel to meet the requirements of the Second Five Year Plan. From 
April 1956 onwards, huge consignments of steel arrived at the ports, 
of Calcutta, Bombay and Madras. As the Office of the Iron and 
Steel Controller was located at Calcutta, the day to day problems 
relating to congestion at the docks and the movement of steel to 
the consuming centres from the port of Calcutta were 
being looked after saiisfactorily. It was, however, not possible to 
exercise the same control over the ports of Bombay and Madias. 
This necessitated opening of two Regional Offices at those ports in 
the middle of 1956 in the interest of the steel consumers of those 
regions. 


4. * Price: The Price & Accounts Division of the Organisation 
deals with the following:— 

(a) All adjustments through the Equalisation Fund viz., 

(i) Recovery of surcharge (difference between Sale & Re- 

tention Prices of iron and steel) from Main Produc- 
ers. 

(ii) Payment of subsidy (difference between landed cost and 


*As the sjope of ex -mi iatio.1 by the su b- Committee rented t.> oaiy the Price and 
Accounts Division of the Org mis jt.on, the des;ription of the Ch-ginis ition is confined 
o this Division only. 



controlled price of subsidised imported steel) to Im- 
porters. 

(iii) Adjustments with Registered Re-rollers. 

(iv) Revaluation of the stock of steel held by conrtolled 
stockholders on dates of change in controlled prices. 

(v) Payment of Road j Rail Transport charges and other 
miscellaneous claims to Producers, Re-rollers, stockists 
and consignees. 

(b) Fixation of sale and retention prices of controlled catego- 

ries of indigenous steel and fixation of price of steel 
imported under commercial licence on the basis of 
landed cost. 

(c) Import and sale of steel imported under Technical Coope- 

ration and Assistance Programme (Residual work). 

(d) Realisation of value of DisposalsISurplus Scrap and Steel 

of Government Departments from tenderers or allottees 
and payments of refund claims pertaining to the same. 

(e) Maintenance of accounts relating to Equalisation Fund 

(Cash Book, ledger, trial balance, balance sheet etc). 

5. Scheme of equalisation of price of steel: Till February, 1943, 
the main producers of Steel (TISCO and SCOB) were selling steel 
at their own commercial port prices and Re-rollers used to charge 
competitive ‘ex-works’ prices based on their cost of production. In 
respect of supplies to Defence Department, however, the main pro- 
ducers were charging a uniform price ex-works (i.e. War contract 
price) by a special arrangement. Thus different prices prevailed for 
the same category and size of steel. 

In 1943 a scheme of uniform prices was introduced with regard to 
supplies by Re-rollers. From the 1st of July, 1944 a one-price scheme 
was introduced. Under this scheme the Main Producers were to sell 
steel at controlled rates (selling price included an element of freight 
plus place extra ) to all their customers and credit the difference bet- 
ween the controlled price and retention price (based on cost of raw 
materials, conversion cost and other admissible charges) to the “Iron 
and Steel Controller’s Equalisation Fund.” 

Later in 1948 when it was decided that imported steel should also 
be supplied at controlled rates, the difference between the imported 
prices and controlled prices of such imported steel was paid as sub- 
sidy to the importers out of the Equalisation Fund. 
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Outstanding dues from two main producers of steel — Para 36 of 
Audit Report (Civil), 1958. 

6. During the period of 1st May, 1949 to 10th June,* 1956, the sell- 
ing price of steel (f.o.r. destination) supplied by the two main pro- 
ducers (TISCO AND IISCO) to various allottees included an element 
of freight upto destination, calculated at a fiat rate per ton. The 
difference between this flat rate of freight and the actual freight for 
each consignment was to be recovered from, or paid to, the main 
producers, as the case may be, by corresponding credits or debits to 
the Steel Equalisation Fund. , 

The orders of Govt, regarding this adjustment were conveyed to 
the two main producers in the then Ministry of Industry and Supply 
letter dated 25th May, 1949 and a copy thereof was endorsed to the 
Iron and Steel Controller. No adjustment on the above account was, 
however, made by the Office of the Iron and Steel Controller (Price 
and Accounts Division). , 

The net amount due to the Fund on this account from the two 
main producers is estimated by the Ministry to be about Rs. T5 
crores and the matter is still awaiting settlement. 

7. During the course of their on-the-spot study in December last, 
the sub-Committee inquired what action was taken by the Iron & 
Steel Controller on the orders of the Ministry of Industry and Supply 
dated 25th May, 1949. As the original file relating to 1949 was not 
forthcoming, no direct reply could be given to the sub-Committee. 
It was, however, added that in November 1951 Audit pointed out to 
the Iron and Steel Controller that no recovery of difference in freight 
charges was being made since 1st May, 1949 as per Government’s 
orders referred to above. Thereupon the Iron and Steel Controller 
made a reference to Government in December 1952 for clarifying the 
date from which adjustment was to be made (i.e. whether it should 
be made from 1st January, 1948 — the date from which an increase in 
the retention price of steel was allowed — or from 1st May, 1949) as 
there was difference of opinion in this regard between the Price and 
Accounts Officers and the Financial Adviser to the Controller in Cal- 
cutta. The Ministry clarified in January 1953 that the adjustment 
should be made from 1st May, 1949. On receipt of this clarification, 
TISCO and IISCO were asked by the Iron and Steel Controller to 

♦The procedure was revised for all despatches from 11-6-56. 
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furnish statements showing quantities of steei despatched to various 
destinations, the freight paid to the Railways and the place extra 
collected, in order to enable him to carry out the adjustments. TISCO 
intimated that the relevant old records were not available, while 
IlbCO expressed its inability to furnish the required statements as 
it would entail tremendous clerical labour. It was, therefore, decided 
that bills be issued to the two companies on the basis of the state- 
ments prepared from the records available in the Office of the Iron 
and Steel Controller. The records were reported to be in the posses- 
sion of the Office except for the following periods: 

TISCO — April and May, 1951. 

IISCO — January to June, 1951 and August to December, 195 i. 

As for the period from November 1955 onwards, the accounts 
relating to freight adjustments were being maintained regularly and 
bills and credit notes were being issued for adjustment. 

8. The sub-Committee are concerned to learn that such a la . o 
amount ( Rs . 1.5 crores according to the Ministry ) relating to a period 
covering over six years remains unadjusted for such a long time. 
According to the procedure prescribed for making these adjustments, 
the main producers are to send to the Iron and Steel Controller 
copies of Despatch Advices or Invoices issued by them, which will 
be coded in a Price Card Book. The Price Cai i 
Book with every Invoice coded separately will then 

be sent to the Hollerith Section for the preparation 

of a monthly statement showing separately for each class the total 
tonnage. The main producers will also prepare similar monthly 
statements and send them to the Iron and Steel Controller. The 
latter will check them with his statement and effect the necessary 
adjustments. In actual practice, however, the invoices received from 
the main producers were not coded in the Price Card Book. Nor 
did the Iron and Steel Controller watch the receipt of the monthly 
consolidated statements from the main producers. In short, his 
Organisation did not seem to bother about the adjustments for more 
than two years ( from 1949 to 1951) till Audit pointed out the omis- 
sion. Thereafter a hitch arose about the date from which the 
adjustments should be made and it took about 14 months ( from 
November, 1951 to January, 1953) to have the matter settled. The 
sub-Committee were perturbed at the manner in which the then 
Iron and Steel Controller ( who was serving in an honorary capacity ) 
was oblivious of his statutory responsibilities. They felt that the 
relevant file (1949 — 51) would throw some light on this, but strangely 
and unfortunately it was missing. The sub-Committee also consider 
that period of 14 months taken to settle this point was unjustifiable. 
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Even if there were a bona fide doubt about the effective date of the 
orders of Government , it would have been more prudent to carry 
out the adjustment from the later date (1-5-49) leaving the question 
of retrospective application of the orders from the earlier date 
(1-1-48) open. 

9. The sub-Committee inquired why there had been further 
delay in carrying out the adjustments since 1953. In extenuation it 
was urged that as the main producers were not able to furnish the 
consolidated statements and the records for a part of the period 
were missing, a relaxed procedure was being devised. Accordingly, 
the figures for a few months selected at random were compiled by 
the Iron and Steel Controller from his records which were to form 
the basis of settlement of the sum due for the whole period. As this 
suggestion, it was added, was not wholly acceptable to the main 
producers, the matter could not be pursued further. 

The sub-Committee are far from happy at the way in which the 
matter has been dealt with. It has been admitted by the Iron and 
Steel Controller that all the records except for a few months were 
available in his Office and the amount due to be adjusted could be 
compiled. In reply to a specific question, the sub-Committee were 
informed that this work would require 120 clerks for about five 
months. The sub-Committee , therefore , consider that it will stand 
Government in good stead if the statements are compiled from the 
documents available with the Iron and Steel Controller and the 
amount to be adjusted computed. As the basic records will be the 
Invoices | Despatch Advices sent by the main producers, there can 
be no doubt about their correctness. 

10. The matter has been kept pending for an unduly long period. 
The sub-Committee consider that the Ministry should adopt the 
above suggestion in the preceding paragraphs and proceed with the 
luork with utmost expedition. In the opinion of the sub-Committee 
it should be possible to clear the outstandings from both the main 
producers by 31 st October , 1960. The sub-Committee would like to 
have a report at the end of this period. 

Non- finalisation of ‘ advance ’ and ‘on account* payments of subsidy 
to importers of iron and steel — Para 37 of Audit Report (Civil ) , 
1958. 

11. Under the scheme for equalisation of sale prices of steel, 
whenever the imported price of steel is higher than the controlled 
price at which the main producers are required to sell it, the differ- 
ence is paid as a subsidy to the importers from the Steel Equali- 
sation Fund on production of original documents showing the actual 
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imported prices together with the consignees’ receipts for the steel 
delivered to them by the importers at equated rates. 

Discretionary powers were delegated by Government to the Iron 
and Steel Controller and his Accounts Officers on 28th April, 1954, to 
allow (with financial concurrence) ad hoc (advance) payments of 
subsidy to the importers a.ter satisiying themselves about the prima 
facie justification therefor without production of complete support- 
ing documents. The percentage of such advance payment of subsidy 
was fixed at 60% in April, 1954, and raised to 80% in April 1955; 
again to 90% in May 1956 (subject to the production of proof of des- 
patch) and finally to 95% in December, 1956 where clear Railway 
Receipts (in the case of despatch by rail) or the consignees’ signed 
challans (in the case of delivery by road) were available. 

On 22nd November, 1957, Government further authorised the 
Department to make ‘on account’ payments to the extent prima facie 
admissible on the subsidy bills outstanding upto the period 30th 
September, 1957 after obtaining indemnity bonds from the importers. 

During the course of audit of the account of the Equalisation 
Fund, it was noticed that about 5,000 cases of ‘advance’ and ‘on 
account’ payments involving Rs. 20 crores approximately made from 
1955 to April, 1958 were yet to be finally settled. The cases out- 
standing increased to 6,000 as on 31st March, 1959 involving about 
Rs. 28 crores. Further, in a large number of cases, advance pay- 
ments had been made by subordinate officials without the approval 
of the competent authority. 

12. The sub-Committee were informed that there was always a 
time-lag between the submission of bills by importers for payment 
of subsidy and their payment. In December, 1953, the Iron and 
Steel Controller approached Government for issue of an amendment 
to the accounting procedure of the Iron and Steel Equalisation Fund 
to enable him to pay from the Fund to Importers, ad hoc advance 
payments not exceeding 60% of their subsidy claims, with the prior 
approval of the local Finance Officer in cases where claims could not 
be met in full for want of complete supporting documents. This 
was agreed to by Government in April, 1954. Due to rise in the 
prices of steel in the foreign markets, the subsidy payable also in- 
creased considerably and it became necessary to authorise 80% 
instead of 60% advance payment on importers’ claims. This was 
done in April, 1955. In view of the inordinate delay in getting con- 
signees’ receipts, and the time taken in processing the claim bills, 
the Iron and Steel Controller proposed, in April, 1956 that the im- 
porters be paid 90% instead of 80% advance payment. This also 
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was agreed to in May, 195b. With the introduction of uniform 
prices or steel with eltect from ilth June, 1906 importers had to 
Dear, m the first instance, the inland freight in respect ol despatches 
to consignees in the interior. Importers represented that initial 
payment ox this freight almost nullihed the advantage they were 
getting by 90 % advance payment. It was, therefore, decided that 
where ‘clear’ Railway Receipts were produced, importers be paid 9o Vo 
instead of 90%. 

13. With regard to the circumstances leading to advance payments 
made by subordinate officials without the approval ol the competent 
authority, tlie sub-Committee were informed that m the early stages 
as it was not possible for the Iron and Steel Controller himseli to 
sign all the memoranda to the local Finance Officer sanctioning the 
advance payments, the memoranda were being signed by the Deputy 
Assistant Controller in charge of the Import Subsidy Section or 
Deputy Price and Accounts Officer under the verbal orders of the 
Controller. Afterwards, the Price and Accounts Officer was also 
authorised by the Ministry from 28th May, 1956, to sanction these 
advance payments but whenever Iron and Steel Controller j Price 
and Accounts Officer were away from office on tour or on leave, tiiese 
memoranda were being signed by the Deputy Price and Accounts 
Officer to avoid hardship to the importers. It was considered that 
when the bill was passed finally by the Price and Accounts Officer 
before submission for pre-audit, it would automatically be regularis- 
ed. As, however, Audit did not accept this, there had been no such 
case for the last two years. 

14. While the sub-Committee appreciate the reasons that led to 
the ad hoc payment of the major portion of the subsidy prima facie 
admissible > they regret to observe that due attention was not paid 
to the important question of finally settling the ad hoc payments of 
subsidy so as to ensure that subsidy was paid only where it was 
actually admissible and to the extent due . To ensure this, the con- 
signees’ receipts were the most important documents. But in a 
majority of cases, the receipts were not forthcoming. The sub-Com 
mittee inquired why the consignees (who in a large number of cases 
were the Government Departments and the contractors sponsored 
by those Departments) did not furnish the receipts to the import- 
ers. It was explained to the sub-Committee that one of the reasons 
was the discrepancy between the quantity of steel actually receivec 
by the consignee and that shown in the Railway Receipt as actua y 
despatched. In such a case the consignee gave a receipt only for 
the quantity actually received at his end. On the other hand the 
importer had been paid by the Iron and Steel Controller the subsidy 
admissible on the quantity shown in the Railway Receipt as having 
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Deen despatched, in reply to a question whether in such cases tne 
importer got payment (at the controlled rates) from the consignee 
on the full quantity stated to have been despatched, the sub-Com- 
mittee were informed that so far as Government Departments and 
those sponsored by them were concerned, payments were made by 
the consignees only on the quantity actually received at their end; 
others had to pay on the full quantity before clearing the Railway 
Receipt. 


15. In reply to another question the sub-Committee were informed 
that no claim appeared to have been lodged against the Railways 
either by the consignee or the importer for the shortage in transit. 
Obviously the Government Departments and the consignees spon- 
sored by them did not care to lodge any claim as they had paid to 
the importer only for the quantity actually received by them. But 
it was not clear to the sub-Committee why the importer did not 
take any initiative in spite of the fact that he was paid only on the 
actual quantity received. It was not clear to them why the other 
consignees, who had paid for the entire quantity stated to have been 
despatched, did not claim compensation from the Railways. As the 
sub-Committee could not get any convincing explanation, they en- 
quired whether the missing quantity might have gone into the 
blackmarket. It was admitted that there was such a possibility, in 
cases when the consignments were despatched to self, as was usual 
in commercial practice. Further , there was no check on the quota 
holders to whom steel was supplied as to whether the steel was used 
fully for the purposes meant. As allotments were made by the Iron 
and Steel Controller on the recommendations of the sponsoring 
authorities it was the responsibility of the latter to ensure that the 
quantity asked for was reasonable and that it was utilised for the 
stated purpose. There was also a possibility of some quantity of 
steel finding its way into the blackmarket in this manner. 


16. The sub-Committee regret to observe that when the question of 
relaxation of the procedure for enabling payment of advance subsidy 
to importers was decided , it was unfortunate that a time limit was 
not fixed for the submission of consignees’ receipts — a necessary com 
comitant of the decision. According to the terms of the contract, the 
importers were responsible to produce the consignees , receipt and 
settle the subsidy payments to them. The sub-Committee , therefore , 
thought that notices might be served on the importers requesting 
them to furnish the consignees’ receipts within a stipulated time, 
failing which action would be taken to recover the unadjusted por- 
tion of the subsidy. 
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The Comptroller and Auditor General nowever felt that a solution 
on the following lines may be feasible in respect of outstanding 
cases: — 

“As the procurement of the consignees' receipts for the old 
bills at this distance of time would be a difficult and 
time-consuming process, about 15% to 20% cases should 
be selected at random, in consultation with Audit, for 
which the consignees’ receipts should be obtained if 
necessary by sending down an officer. On the basis of 
this test check, the genuineness of the transactions could 
be assessed. If there was no evidence of serious irre- 
gularities it should be assumed that the other trans- 
actions are also genuine and the Iron and Steel Cont- 
roller could so certify. On the basis of this certificate, 
Audit would clear all the bills outstanding on this 
account. If however there was no satisfactory evidence 
of receipt in some of the cases covered by the test check, 
the percentage will have to be increased and all such 
cases would have to be further investigated". 

According to the statements furnished to them , the sub-Commit- 
tee find that heavy amounts of the subsidy actually paid were await- 
ing final adjustment. The sub-Committee would like the investiga- 
tions to be carried out as suggested above and a report submitted by 
31st October , 1960. 

17. The sub-Committee trust that Government will benefit by 
this experience and devise appropriate and timely checks to ensure 
that such a situation does not recur in future. 

Amounts due from Sundry debtors of Steel Equalisation Fund — 

Para 38 of Audit Report (Civil), 1958. 

18. In para 5 of the Audit Report (Civil), 1955, it was mentioned 
that the transactions of the Steel Equalisation Fund were being kept 
out of the Consolidated Fund of India. On 19th November, 1957, 
Government decided, in consultation with Audit, that with effect 
from 1st April, 1957, the corpus of the Fund should be transferred to 
the Public Account of India and that the receipts and payments con- 
nected with the Fund should be passed through the Consolidated 
Fund. 

The ‘balance’ at the credit of the Fund, which stood at about 
Rs. 17 crores on 1st April, 1957, had gone down to Rs. 3.78 crores on 
31st March, 1958. The steep fall in the balance is attributable main- 
ly to the delay in effecting recoveries from the main producers 
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(TISCO & IISCO) the difference between the selling price and re- 
tention price of steel. The estimated amount thus recoverable from 
the two main producers as on 31st July, 1958, was Rs. 15.09 crores. 
No formal agreements existed with the main producers for deposit- 
ing the amounts due to Government within a definite time limit. 
The delay in recovery gave the steel producers a financial benefit in 
the use of funds without incurring interest liability. 

19. The sub-Committee were informed in evidence that the 
amount due from TISCO and IISCO at the end of January, 1960 
had come down to Rs. 6.51 crores as a result of certain adjustments 
necessitated by the increase in retention price of steel with retros- 
pective effect. In reply to a question whether the main producers 
were making payments regularly of the amounts due to the Fund, 
the sub-Committee were informed that the producers were making 
‘on account’ payments every month. 

20. The sub-Committee, however, understand that there is a time- 
lag of about 6-8 months in payment of the dues worked out on the 
basis of monthly statement of sales received from the main produ- 
cers and therefore the “on account” payments, though made month- 
ly, represented mostly the over-due amounts. The sub-Committee 
consider that the time-lag should be reduced to the extent absolute- 
ly necessary and the “on account” payments made every month 
should represent the approximate amounts due in respect of the 
sales of the previous month. The Secretary agreed to examine this 
matter. The sub-Committee would like to know the decision in the 
matter. 

Irregularities connected with import of steel on subsidy basis — 

Para 39 of Audit Report (Civil), 1958. 

21. In order to make available sufficient quantity of iron and 
steel to essential consumers in the country at controlled price Gov- 
ernment authorised the Iron and Steel Controller in December, 1954 
to arrange for import of iron and steel on subsidy basis, the subsidy 
to be paid from the Iron and Steel Equalisation Fund. Although the 
powers of purchase delegated to the Iron and Steel Controller were 
subject to several limitations, principally, the total value of each pur- 
chase, individual limit of subsidy, rate of subsidy per ton on certain 
individual categories of sales, passing over of the lowest tender, pur- 
chase by negotiation etc. the Organisation disregarded most of these 
limitations and purchased largely in excess of its powers. When at a 
later stage payments of subsidy on bills were objected to by Audit 
on the score of purchases being beyond the powers of the Iron and 
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Steel Controller, the Iron and Steel Controller approached Govern- 
ment for regularisation by submitting to Government lists of all 
such purchases. Government issued omnibus sanctions regularising 
purchases made in about 200 contracts relating to the period Novem- 
ber, 1954 to September, 1956 with total value of about Rs. 77 crores 
involving subsidy payment of about Rs. 14 crores. 

22. It was explained by the Iron and Steel Controller that the 
Organisation could not seek the necessary prior approval of Gov- 
ernment in time because of a number of reasons, e.g., the quick 
tempo of purchases, lack of adequate data to calculate the exact 
subsidy involved, difficulties in correlating the purchases made 
against the different sanctions issued. The local Finance had, how- 
ever, been consulted by the Iron and Steel Controller in each case. 
In extenuation, it was urged that the purchases had to be made in a 
hurry because a number of projects came up rapidly. In reply to a 
question whether the Iron and Steel Controller apprised the Secre- 
tary of the Ministry over the phone and asked for a formal sanction 
approving his action, the sub-Committee were informed that it was 
not done. The explanations of the Officers had been obtained and 
Government’s displeasure had been communicated to the officers 
concerned. 

23. It was claimed by the I. & S. Controller that no ex-post facto 
sanction would be necessary in respect of Accepted Tenders issued 
in 1958 and 1959 although in respect of certain purchases made in 
1957 regularisation by Government would be necessary. 

At present payments of subsidy on imported steel for which 
orders were placed by the Iron and Steel Controller are made by 
the Price and Accounts Officer with the approval of the local Fin- 
ance. They are scrutinised by Audit. In cases where it is found 
that the amount admissible on the basis of claims submitted was 
less than the advance already made, necessary adjustments are 
carried out immediately. To ensure that the Iron and Steel Con- 
troller does not disregard the limitations on his power of purchase, 
it has been enjoined that the Controller should exercise those powers 
in consultation with the local Finance in Calcutta. 

24. The sub-Committee trust that Government will ensure that 
the Iron and Steel Controller strictly observes in future the restric- 
tions imposed on his powers of purchase. 

Delay in effecting recoveries — Para 35 of Audit Report (Civil), 1959 

25. In accordance with the procedure laid down in 1953 by the 
Steel Control Organisation for the recovery of cost of imported steel 
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(initially paid for by the Organisation on arrival) the controlled 
stockists were required to make payment within 7 days of presenta- 
tion of claims, of the value of imported steel allotted to them. In 
May, 1954 the controlled stockists were, however, informed that in 
respect of future allotments of imported quota under T.C.M. Scheme 
they should pay 90 per cent of the value of the steel before taking 
delivery of the material and 10% within 7 days of presentation of 
claim after delivery. The stockists represented to the Organisation 
that it would be difficult for them to pay 90% of the value before 
taking delivery because of the slow offtake of the steel by the con- 
sumers. The Organisation thereupon revised the procedure and 
authorised the stockists in August, 1954 to make payment after the 
actual delivery of the material to them but subject to a reduction of 
their remuneration by Rs. 2|8j- per ton as a quid pro quo for the 
credit facilities involved in the revised procedure. 

As the revised procedure provided credit to the stockists withoui 
indemnity bonds, the matter was brought to the notice of Govern- 
ment by Audit in March, 1955. In September, 1957 Government 
introduced a changed procedure under which the stockists were 
allowed to take delivery of the steel subject to a bank guarantee 
covering the value, payments being made in four monthly instal- 
ments beginning from the date of presentation of the bill. It was 
also provided therein that in the case of “slow-moving” categories 
of steel the stockists could be allowed to store the steel in their cus- 
tody, without either pre-payment of full value or furnishing any 
bank guarantee, subject to their furnishing a security deposit of 
10% of the value of the steel delivered to them on credit. This 
latter condition was also to apply to stocks lying with the stockists 
(on credit) prior to the introduction of the revised procedure wi.h 
effect from the 17th September, 1957. 

It was noticed in audit that the revised procedure was not rigidly 
enforced with the result that a sum of Rs. 29.29 lakhs was due from 
various controlled stockists upto November, 1958, out of the material-', 
allotted to them prior to 17th September, 1957 and completely sold 
by them subsequently. According to the Organisation, the provi- 
sions of the revised procedure for recovery of cost of the imported 
steel could not be enforced as, in respect of some consignments. ‘he 
steel had to be delivered without payment to avoid payment of 
demurrage charges to the Port authorities. It was also urged thM 
recoveries were not strictly enforced because of certain coun+er 
claims by the stockists to the extent of Rs. 6.8 lakhs in the shape of 
transport charges for the period 1953 — 55 which was sanctioned for 
re-imbursement by Government in March, 1958. 
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26. As for the non-recovery of Government dues from the control- 
led stockists who had already realised the money from the consum- 
ers, the sub-Committee were informed that initially factual data had 
to be collected from the Controlled Stockholders regarding build up 
of the rate claimed by them for determining the amounts admissi- 
ble. Correspondence had also to be made with some State Govern- 
ments and the Shipping Officers at different ports to ascertain the 
transport charges allowed to Government contractors, for fixing 
suitable rate. The stockists were persuaded to accept the rates 
lower than those originally claimed by them. A draft sanction for 
approval of the rates was forwarded to the Ministry in August, 1957 
with the concurrence of the local Finance. But the sanction issued 
in March, 1958 had to be amended because of certain observations 
made by Audit. A revised .sanction was then issued in April, 1959. 
When the stockists were pressed to pay the outstanding dues to 
Government, they did not pay on the plea that they had counter- 
claims on account of re-imbursement of road transport charges and 
shortages. 

27. According to the revised procedure no bank guarantee cover- 
ing the value was considered necessary in respect of ‘slow moving 
category of steel made over to the stockists except a security deposit 
of 10% of the value. The sub-Committee wanted to know how Gov- 
ernment’s interests were safeguarded against possible losses of thr 
kind of steel. They were given to understand that 
when the revised procedure for the recovery of 
the cost of imported steel was under considera- 
tion, the Iron and Steel Controller pointed out that certain 
categories of TCA steel were “slow moving” and as there was no 
transit depot under his control, he found it extremely difficult to 
make arrangements for their storage. As controlled stockists were 
not willing to make advance payments or furnish bank guarantees 
for the full value (as it meant locking up of their capital) in 
respect of these slow moving stocks, there was no alternative but 
to take 10% security deposit and recover the balance of 90% on the 
basis of sales of these stocks every month. 

28. The sub-Ccnnmittee consider it their duty to point out that 
while all the possible difficulties facing the importers were provided 
for in the revised procedure , no serious attention was 'paid pithed 
to cover the risks taken by Government in ajfording credit 
facilities or to ensure prompt recovery of the amounts as and when 
they fell due . Had a clause been inserted in the agreement for the 
levy of penal rate of interest for delay in payment by the stockists , 
the dues would not have accumulated to such proportions. 
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29. In reply to a question the sub-Committee were informed that 
some stockists were also importers. Such firms had thus in their 
stocks the imported steel eligible for subsidy and the steel imported 
under T.C.A. on credit. Although the sub-Committee did not have 
the material to examine how far the confusion and delay in the 
final settlement of subsidy claims on imported steel (para 11 above) 
can be attributed to this dichotomy, the sub-Committee are of 
opinion that Government should do well to look into this aspect while 
conducting the scrutiny contemplated in paragraph 16. 

Undue financial concession to a Steel Company — Para 37 of Audit 
Report, 1959. ■ * 

30. In March, 1950, a steel company claimed an increase of 
Rs. 23J per ton in the retention price of steel produced and sold by 
them during the year 1949. Government increased the retention 
price for 1949, but stipulated that, if after further examination the 
increase was not found to be justified, the Company should adjust 
the amount by suitable reduction in the price of steel supplied to 
Government from 1953, so that a sum of not less than Rs. 7 lakhs was 
adjusted every year and the entire adjustment completed in six 
years. 

On 25th June, 1951, the Company was informed that there was 
no justification for an increase in the retention prices claimed for 
the year 1949 and that it should start the adiustment of the amount 
by suitable reduction in accordance with the agreed terms. The 
Company, however, did not commence adjustment in time and a 
revised schedule of refund was drawn up in June, 1956, whereby the 
Company was to refund. Rs. 5 lakhs by rebate on the quantity of 
steel to be supplied by it to Government during the year 1957-58. 
The balance was to be adiusted in three instalments during July of 
each year from 1961-62. The amount of Rs. 5 lakhs due in 1957-58 
was adiusted by the Company in August, 1957 and the balance of 
Rs. 44,40,000 was pending adjustment (till December, 1958). 

31. The sub-Committee understand that the amount outstanding 
aoainst the Step! Company has not b**en incorporated in the accounts 
of the Pron and Steel Equalisation Fund even now and as such tthe 
accmints do not represent the correct position. This should be set 
right early. 


New Delhi— 1; UPENDRANATH BARMAN, 

The 18th March , 1960. Chairman, 

Phalguna 28„ 1881 (Saka). Sub-Committee of P.A.C. 
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APPENDIX I 


Proceedings of the Fifty-sixth sitting of the Public Accounts Com- 
mittee held on Thursday , the 24 th March, 1960. 

The Committee sat from 14.30 to 15.30 hours. 

P8ESENT 

Shri Upendranath Barban — Chairman 
Members 

2. Shri T. Manaen 

3. Shri Radha Raman 

4. Shri Rameshwar Sahu. 

5. Shri Aurobindo Ghosal. 

6. Shri Yadav Narayan Jadhav. 

7. Shri Shraddhakar Supakar. 

Shri G. S. Rau, Additional Deputy Comptroller and Auditor 

General. 

Shri P. V. R. Rao, Director of Audit, Food, Rehabilitation, 
Steel, Commerce , Supply and Mines. 

Secretariat 

Shri V. Subramanian, Deputy Secretary. 

2. The Committee considered and. approved the Report of the 
sub-Committee on the working of the Iron and Steel Controller’s 
Organisation. 

3. The Committee then adjourned till 15.00 hours on Monday, the 
28th March, 1960 . 



APPENDIX II 

Summary of the conclusions j recommendations of the Twenty-sixth Report of the Public Accounts Committee ( Second Lok 
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after a hitch arose .bout the date from which the adjustments 
should be made and it took about 14 months (from November, 
1951 to January, 1953) to have the matter settled. The Committee 
were perturbed at the manner in which the then Iron and Steel 
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pa>Tnent 01 the major portion ot the subsidy pntna facie admissible, 
they regret to observe that due attention was not paid to the 
important question of finally settling the ad hoc payments of 
subsidy so as to ensure that subsidy was paid onlv where it war. 
actually admissible and to the extent due. 
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“As the procureement of the consignees’ receipts for the old bills 
at this distance of time would be a difficult and time-consuming 
process, about 15% to 20% cases should be selected at random, 
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the time-lag should be reduced to the extent absolutely necessary 
and the “on account” payments made every month should repre- 
sent the approximate amounts due in respect of the sales of the 
previous month. The Secretary agreed to examine this matter. 
The Committee would like to know the decision in the matter. 
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LIST OF AUTHORISED AGENTS FOR THE SALE OF PARLIAMENTARY 
PUBLICATIONS OF THE LOK SABHA SECRETARIAT* NEW DELHI-i 

Agency Name and address Agency Name and address Agency Name and address 
No. of the Agent No. of the Agent No. of the Agent 


1. Jain Book Agency, Con 
naught Place, New Delhi. 

2. Kitabistan, 17-A, Kamla 
Nehru Road, Allahabad. 

3. British Book Depot, 84, 
Hazratganj, Lucknow. 

4. Imperial Book Depot, 26S, 
Main Street, Poona Camp. 

5. The Popular Book Depot 
(Regd.), Lamington Road, 
Bombay-7. 

6. H. Venkataramiah & Sons, 
Vidyanidhi Book Depot, 
New Statue Circle, Mysore. 

7. International Book House, 
Main Road, Trivandrum. 

8. The Presidency Book Sup- 
plies, 8-C, Py croft’s Road, 
Triplicane, Madras-5. 

9. Atma Ram 8 c Sons, Kash- 
mere Gate, Delhi-6. 

10. Book Centre, Opp. Patna 
College, Patna. 

11. J.M. Jaina & Brothers, Mori 
Gate, Delhi-6. 

12. The Cuttack Law Times 
Office, Cuttack-2. 

13. The New Book Depot, Con- 
naught Place, New Delhi. 

14. The New Book Depot, 79, 
The Mall, Simla. 

15. The Central News Agency, 
23/90, Connaught Circus, 
New Delhi. 

t6. Lok Milap, District Court 
Road, Bhavnagar. 

17. Reeves 8 c Co., 29, Park 
Street, Calcutta-16. 

18. The New Book Depot, Modi 
No. 3, Nagpur. 

19. The Kashmir Book Shop, 
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INTRODUCTION 

1, the Chairman of the Public Accounts Committee, having been 
authorised to present the Report on their behalf, present this Twenty- 
Seventh Report on the Excesses over Charged Appropriations dis- 
closed in the Appropriation Accounts of Defence Services for the 
year 1957-58. The Appropriation Accounts and Audit Report thereon 
were laid on the Table of the House on the 20th August, 1959. The 
Committee would present a separate Report on the other cases of 
irregularities, etc. included in the Appropriation Accounts and Audit 
Report. 

2. The Committee would like to place on record their appreciation 
of the assistance rendered to them by the Comptroller and Auditor- 
General in examining the above excesses. 


II 

APPROPRIATION ACCOUNTS (DEFENCE SERVICES), 1957-58 
Excesses over Charged Appropriations — Page 6 , Para 8 

3. During the year 1957-58, there were three cases of excesses 
over Charged Appropriations as shown below: — 


No. and Name of 
Appropriation 

Sanctioned 

Appropriation 

Actual 

Expenditure 

Excess 


Rs. 

Rs. 

Rs. 

9 — Army 

41,000 

1,02,147 

59*1 M 

ii — A ir Force 

— 

7 

7 

106 — ‘Defence Capital Outla; 

^58,000 

6,09,100 

2,51,100 


4. The above excesses were the result of payments made in cer- 
tain cases in satisfaction of court decrees/arbitration awards which 
were initially booked erroneously as ‘Voted’ expenditure and subse- 
quently classified as ‘Charged’ expenditure. The Committee under- 
stand (Appendix) that prior to the year 1956-57, through an over- 
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sight, payments in satisfaction of court decrees/arbitration awards, 
which should be correctly accounted for as ‘Charged’ expenditure 
were actually accounted for under the Voted portion of the Grants 
by the Defence Accounts Department. The decision to follow the 
correct classification was taken in October, 1956 but full implica- 
tion of the change in classification of expenditure which for many 
years had been treated as voted was not clear to the various au- 
thorities, with the result that at the time supplementary grants were 
obtained from Parliament, all items of charged expenditure were 
not taken into account. Provision for these items of expenditure 
had, however, been made in the ‘Voted’ portion of the Grants. The 
Committee would like to draw attention in this connection to para 7 
of their 16th Report (Second Lok Sabha) wherein excesses over 
Charged Appropriations in respect of the Defence Services Accounts 
for the year 1956-57 which occurred due to the same reasons, were 
reported. They trust that the Administration will be more vigilant 
in future so that such misclassif.ca.tion of expenditure is avoided. 
Subject to these observations the Committee recommend that the ex- 
cesses might be regularised by Parliament in the manner prescribed 
in Article 115 of the Constitution. 

New Delhi; UPENDRANATH BARMAN, 

Dated 18th April, 1960. Chairman, 

Chaitra 2971882 ( Saka ). Public Accounts Committee. 
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APPENDIX 


Explanatory Note on Para 7 (Hi) of the Audit Report, Defence Ser~ 
vices, 1959, regarding Excesses over Charged Appropriations 

In para 7 (iii) of the Audit Report, Defence Services, 1959, the 
Comptroller and Auditor-General has pointed out the excesses over 
Charged Appropriations during the year 1957-58 which would re- 
quire to be regularised by the Parliament under Article 115 of the 
Constitution. 


2. The following table shows the Sanctioned Appropriation, 
Actual Expenditure and the excess over the Sanctioned Appropria- 
tion during the year 1957-58: — 


No. and Name 
of the Appro- 
priation 

Sanctioned 

Appropria- 

tion 

Actual Ex- 
penditure 

Excess 


Rs. 

Rs. 

Rs. 

9 — Army 

43,000 

1,02,147 

59,147 

1 1 — Air Force 


7 

__ 7 

106 — Defence Capital 




Outlay. 

3,58,000 

6,09,100 

2,51,100 


3. The above excesses are in respect of payments made in satis- 
faction of court decrees/arbitration awards. 


4. As a result of the Constitutional changes, the Defence Services 
Budget which, prior to 15th August, 1947, was non-Voted came into 
the category of Voted expenditure with the exception of certain 
categories of expenditure such as debt charges, payments relating to 
court decrees, arbitration awards, etc. which were charged on the 
Consolidated Fund of India in accordance with Article 112 (3) of the 
Constitution. Through an oversight, the payments in satisfaction of 
court decrees/arbitration awards, falling under ‘Charged’ expendi- 
ture continued to be accounted for under the Voted portion of the 
Grants of the Defence Services even after the 15th August, 1947. 
The correct classification has been followed from the year 1956-57. 

5. The decision to follow the correct classification of expendi- 
ture as “Voted’ and ‘Charged’ from the accounts of the year 1956-57 
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was taken in October 1956. According to the practice then in vogue, 
no anticipatory provision for making payments relating to court 
decrees/arbitration awards etc. could be made in the Estimates and 
the payments were to be made initially by drawing advances from 
the Contingency Fund of India, which would be recouped by obtain- 
ing Supplementary Appropriations from the Parliament. Necessary 
instructions were issued prescribing that with effect from 1st April 
1957, payments in respect of such transactions should be made only 
after sanction for drawing an advance from the Contingency Fund 
of India had been obtained. It was also laid down that details of 
such cases should be forwarded to Service Headquarters as and 
when they occurred. The Service Headquarters were, in turn re- 
quired to initiate an application for an advance from the Contingency 
Fund of India in each case. Parallel instructions were also issued 
to the Controllers of Defence Accounts to ensure that payments were 
made only after sanction for drawing an advance from the Contin- 
gency Fund of India had been accorded, 

6. As no anticipatory provisions for such expenditure could be 
made under the Defence Services Estimates for the year 1957-58, 
the procedure indicated above was followed in most of the cases and 
Supplementary Appropriations of Rs. 43 thousands and Rs. 358 
thousands were obtained under Grant Nos. 9 — Army and 106 
Defence Capital Outlay, respectively during the year 1957-58, to covei 
such payments relating to court decrees and arbitration awards. 
However, apart from the cases for which Supplementary Appropria- 
tions were obtained from the Parliament, there were some other 
cases in which payments had been initially made out of the Voted 
portion of Grants, but were subsequently classified as ‘Charged’ ex- 
penditure. 

7. The excesses o^er the Charged Appropriations during the year 
1957-58 arose mainly ue to the fact that the full implications of the 
change in the classification of expenditure which for many years 
had been treated ns ‘Voted’ was not clear to the various authorities, 
with the result that at the time Supplementary Appropriations were 
obtained from the Parliament, all cases involving Charged expen- 
diture were not taken into account. 

8. Under Article 113 the Constitution of India, the expenditure 
charged upon the Consolidated Fund of India is not to be submitted 
to the Vote of the Parliament, but this shall not be construed as 
preventing the discussion in either House of the Parliament of such 
estimates. The right of Parliament in regard to such appropriations 
Is, therefore, limited to their discussion— a right which has, of course, 
also been secured bv the inclusion of this provision for such excess 
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expenditure in the ‘Voted’ portion of the Grants and what is more, 
the expenditure was incurred under the authority of the Parlia- 
ment when such authority was not needed. Viewed from this angle, 
the above excesses over the Charged Appropriations, can at the most 
be viewed as a technical irregularity. In this connection, extracts 
from para 7 of the Sixteenth Report of the Public Accounts Com- 
mittee are reproduced below: — 

“The Committee are aware that errors cannot always be ruled 
out in such a complicated system of accounts as Govern- 
ment accounts. The omission in the present case to 
make provision under ‘Charged’ head was bona fide error 
which by itself will be valid reason for recommending 
the regularisation of the excesses”. 

The Director of Audit, Defence Services, has seen. 

Sd./- R. P. SARATHY, 

Additional Secretary. 

16th October, 1959. 
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INTRODUCTION 


1. the Chairman of the Public Accounts Committee, having been 
authorised by the Committee to present the Report on their behalf, 
present this Twenty-eighth Report on the case referred to in para 13 
of the Audit Report (Defence Services), 1959 re: Contract for 
supply of Mechanical Transport spares. 

2. The Public Accounts Committee at their sitting held on the 
3rd February, 1960 appointed a sub-Committee to examine this case 
more fully in view of its importance and issues it involved and also 
certain additional material which was placed before them. The 
Report of the sub-Committee which is appended hereto was consider- 
ed and approved by the Public Accounts Committee at their sitting 
held on the 18th April, 1960 and should be treated as the Report of 
the Public Accounts Committee. 

3. A statement showing the summary of the conclusions/recom- 
mendations of the Committee is appended to the Report (Appendix 

II). 


New Delhi; 

The 19th April, 1960. 


UPENDRANATH BARMAN, 

Chairman, 

Public Accounts Committee. 


Chaitra 30, 1882 ( Saka ). 







INTRODUCTION 


1. the Chairman of the sub-Committee of the Public Account* 
Committee, having been authorised by the sub-Committee, present 
this Report on their behalf on the case referred to in para 13 of the 
Audit Report (Defence Services), 1959 — Contract for Supply of 
Mechanical Transport Spares (Annexure). 

2. In view of the importance of the case and the issues it involved 
and also certain additional material which was placed before them, 
the Committee felt it necessary to appoint a sub-Committee to 
investigate the matter more fully, examine such witnesses and obtain, 
such other evidence as may be necessary. Accordingly, a sub- 
Committee consisting of: — 

1. Shri Upendranath Barman — Chairman 

2. Shri Shamrao Vishnu Parulekar *| 

3. Shri Jaipal Singh j 

4. Shri Shraddhakar Supakar Members 

5. Shri Amolakh Chand j 

6. Rajkumari Amrit Kaur J 

were formed on February 3, 1960. The sub-Committee held 11 
sittings on the 12th, 19th and 20th February, 1960 and 8th, 10th 
14th, 15th (two sittings), 16th, 17th and 29th March, 1960 and 
examined the Secretary, Ministry of Works, Housing and Supply; 
Financial Adviser (Defence) ; the Secretary, Ministry of Finance 
(Expenditure Division) (who was in the earlier stages of this deal 
Joint Secretary in the Ministry of Defence and the Chairman of the 
Negotiating Committee) ; Secretary, Additional Secretary, Ministry 
of Defence; Master General of Ordnance; Director, Ordnance 
Services; and Director of Mechanical Engineering. The sub-Com- 
mittee also took into account two memoranda submitted to them by 
the Financial Adviser and the Ministry of Defence, respectively. 

3. The sub-Committee considered this Report on the 2nd April, 
1960 and approved it on the 13th April, 1960. 

4. The sub-Committee place on record their appreciation of the 
assistance rendered to them in the course of their examination of 
this case by the Comptroller and Auditor-General of India. 


New Delhi; UPENDRANATH BARMAN, 

The 14 th April, 1960. Chairman, 

Chaitra 25, 1882 ( Saka ) . Sub-Committee of the Public Accounts- 

Committee. 



CONTRACT FOR SUPPLY OF MECHANICAL TRANSPORT 

SPARES 

History of the case 

In April, 1956, a representative of a foreign firm came out to 
India, met the Master General of Ordnance (M.G.O.) and offered him 
the supply of full range of spares required for the overhaul of war- 
time army vehicles, both armoured and non-armoured, of North 
American origin, and also signal equipment in which the Army was 
■deficient, agreeing at the same time to purchase such spares as were 
surplus to the requirements of the Army. The Master General of 
Ordnance considered the offer attractive as the non-availability 
of full range of spares had been impeding the comple- 
tion of the overhaul programme. He pointed out that the particular 
foreign firm had been one of the most promising sources of supply 
and considered that it would expedite supplies if negotiations were 
conducted with it. He also felt that the sale of spares could be 
arranged as a “barter” agreement between Government and the 
firm. M.G.O.’s suggestion was endorsed by the Chief of General 
Staff who felt that the procedural aspect connected with the pro- 
curement of spares had till then seriously affected supplies. The 
Joint Secretary, Defence, also supported the proposal because pro- 
curement of unbalanced spares had held up overhaul. He foresaw, 
however, the danger of higher prices being asked for in a single 
negotiated contract, but felt that it should be possible to check 
some of the quotations with reference to past supplies. The Defence 
Secretary in recommending the proposal for acceptance considered, 
however, that careful inspection before despatch was essential, as 
the condition of most of the spares would be suspect. It was, 
however, felt that it would be enough if an agreement could be 
reached with the firm to accept the return of unaccepted stores. 
Inspection prior to shipment could then be dispensed with. The 
Financial Adviser agreed to negotiations being initiated, but stres- 
sed again the point regarding inspection before despatch. 

2. In May, 1956, the question of direct negotiations was tahm 
up with the Ministry of Works, Housing and Supply (W.H. & S). 
The Financial Adviser of Works, Housing and Supply Ministry 
thought, however, that it would be prudent to make enquiries from 
the India Supply Mission whether any other dealer would be prepared 
to make a competitive offer for the full range of needed spares before 
deciding to negotiate with a single tenderer. Nevertheless, that 
Ministry, while acquiescing in negotiations, stated that, based on the 
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report of the India Supply Mission, this firm was a well organized 
supplier of war surplus stock but that it had the tendency to quote 
high prices. They warned that steps should be taken to ensure 
that the firm did not take advantage of the monopoly deal by de- 
manding high prices and suggested the constitution of a Negotiat- 
ing Committee. They stressed also that prior inspection was abso- 
lutely necessary and advised that in a barter deal of this nature, 
prices of both purchases and disposals should be correlated with 
the prices previously obtained. 

3. Defence Ministry at first considered that the India Supply 
Mission (I.S.M.) should be made responsible for negotiating the 
contract and also for the inspection of the spares. In July, 1956, 
also, the opinion was that the normal procedure of placing demands 
■on the India Supply Mission should be adhered to. But soon there- 
after, it was decided that it would be more expeditious if direct 
negotiations were undertaken in India with the accredited repre- 
sentatives of this firm by a Negotiating Committee. 

4. A prelude to the negotiations was the compilation of a list of 
requirements and surpluses, but the Master General of Ordnance 
while expressing his inability, in August, 1956, to give accurate 
details, agreed to compile a list of uncovered demands. This list 
was prepared and was valued at Rs. 1'83 crores to provide the basis 
for negotiations. A list of unwanted surplus spares available for 
disposal was also drawn up and valued at Rs. 9 crores. These lists 
were made available to the firm by the M.G.O. between September 
and November, 1956. 

5. In December, 1956, the Financial Adviser suggested that the 
credentials and the financial standing of this firm should be verified 
and that enquiry should be made whether there were any other 
surplus stores dealers in America who would be in a position to 
handle a deal of this nature. He also protested that the lists should 
have been sent to the firm without the required check in Finance of 
the items and quantities with reference to holdings, “dues in” and 
consumption. 

6. This matter was discussed between the Financial Adviser and 
the Joint Secretary, Defence. The Joint Secretary was of the opinion 
that “as for the most part, the transaction would be one of 
barter”, it was not necessary to worry about the financial status of 
this firm or to make any further enquiries in the matter. He also 
felt that as they had sufficient material with them for checking 
the prices quoted, he would not be justified in loading the India 
Supply Mission with the work of ascertaining current prices of the 
spares held as surplus. 
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A Negotiating committee under the aegis of the Defence Minis- 
try was constituted and negotiations were started in February, 1957. 

7. The firm offered fifty per cent of the spares from stock and 
fifty per cent from fresh manufacture, with the guarantee that all 
the spares would be unused and inspection could be in India. At a 
contemporaneous departmental meeting the Controller of Develop- 
ment (Vehicles) expressed his inability to examine the entire list 
of spares unless he was given time and special officers. He men- 
tioned, however, that a preliminary scrutiny had revealed (1) that 
certain items were not needed at all; (2) others could he made in 
Defence Workshops or purchased locally; and (3) certain prices 
were “ridiculously high and fantastic, in some cases shockingly 
absurd”. He added that it would not be possible to negotiate with 
the firm on the basis of such fantastic prices. He was also doubtful 
whether the firm could supply any spares from fresh manufacture. 

8. While the negotiations were on, the Negotiating Committee 
had, on its own, examined the prices quoted on the basis of (a) 
prices available in the Price Guide Vocabularies; (b) last known 
price based on purchased prices; and (c) prices as estimated by the 
Depot authorities for other items not covered by (a) and (b). The 
price estimated by the Ministry of Defence, the quotations received 
from the firm and the final prices settled after negotiation are given 
in the statement below: — 

Category of Ministry’s Estimates Quotations from the Prices settled after 

Vehicles firm negotiation 

Preliminary Revised Original Revised 

Figures in Canadian Dollars 

Armoured .->,89,000 4,48,288 10,87,000 5,60,832 5,60,800 

Non-ar- 

moured 4,93,000 9,1^,241 10,85,000 9,49,954 9,or,3oo 

It will be noticed that the firm had brought down its original 
quotation of $10,87,000 for armoured vehicles spares to $5,60,800 
but had brought down for non-armoured vehicle spares from 
$10,85,000 to $9,01,300 only. The reduction in the original quotation 
in regard to the amoured vehicle spares was about 50% while in 
the case of non-armoured it was of the order of 10%. 

9. As regards the sale of spare parts, a weighted average price 
of $ 110 per ton for the sale of both types of spares had been worked 
out on the basis of previous prices obtained by the Director General 
of Disposals on limited sales of these spares. The Negotiating Com- 
mittee felt that if this price could be obtained for a bulk sale, “we 
would have done a good transaction in view of the fact that apart 
from earning dollar exchange of $ 5 5 lakhs, we would be able to 
get rid of the spares at one stroke”. 
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10. As a result of prolonged negotiations, agreement was reach- 
ed both for the purchase and sale of spares and a letter of intent 
was issued on May 4, 1957. Before the letter of intent was issued, 
an offer had been received from a firm in Bombay for the supply of 
signal spares at a price of Rs. 6,00,000 lower than that quoted by 
the foreign firm and there were also incidental savings in freight. 
The position was, therefore, safeguarded by a provision in the letter 
of intent that the requirements of signal spares might not exist at 
all and the quantity that would be purchased would be indicated 
later. It was also stipulated that the Government of India would 
have the right to delete, reduce, or increase the quantities within 
three months of the placing of the formal contract provided that a 
list of items to be so covered was attached to the contract. 


11. The letter of intent stipulated that the stores would be new and 
unused and would conform strictly to specifications. The list of 
requirements was not however appended to the letter of intent, but 
sent subsequently after one month. 

12. After the letter of intent had been issued, officers in the Minis- 
try began to entertain grave doubts about various aspects of this 
deal. One was regarding the ability of the firm to supply genuine 
spare parts; the other was about the utility of such an agreement 
unless each shipment was of balanced spares. The latter condition 
was considered so important then that it was decided that unless the 
firm agreed to this condition, no formal contract should be placed 
with it. 


13. To remove the misgivings on the contractual aspect, a refer- 
ence was made to the Law Ministry. The legal opinion was that the 
letter of intent was not a completed contract and that it was possible 
to sell surplus stores to this firm even if no spares were bought from 
it. Having obtained this opinion, there was a change in the attitude 
of the Ministry who then considered withdrawing from the sale of 
spares. The reason adduced was that several offers had been receiv- 
ed for the purchase of unwanted spares at a price higher than that 
negotiated and it was advisable, therefore, that this part of the deal 
should be called off. Legal opinion was once again taken on th,s 
point. The opinion was that though the letter of intent was not 
strictly a contract, it was morally binding, and to break it would be 


unfair. 

14. When, in September 1957, it came to the notice of the firm 
that the Government were considering an offer from some other firm 
to buy Army surplus spares, it sent “an angry and threatening letter 
on September 2. But, two days later, on September 4, the firm 
withdrew the contents of its earlier letter relating to the purchase 
of the surplus except in regard to 100 tons or so of one selected item. 
Ultimately it was decided on 17th September, 1957 not to se e 
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surplus stores to the foreign firm except 100 tons at a price of $230 
per ton but to declare them to D.G.S. & D. for disposal after inviting 
global tenders. 

15. On September 26, 1957, LS.M. was authorized to conclude the 
deal. But instead of going ahead, LS.M. reported on October 9, that 
they had received a more attractive offer from another foreign firm 
for the full range of spares. On the basis of this report, the matter 
was reconsidered in the Defence Ministry. The orders of Govern- 
ment were sought for concluding the contract. At this stage, the 
view held was that the other firm was not only genuine and capable 
of performance, but appeared to be much the better proposition and 
that legal opinion should be obtained, whether it was incumbent on 
Government to proceed with the contract on the basis of the letter of 
intent. The legal opinion given at this stage was that Government 
could, if it so chose, not proceed with the contract and a suit for 
performance and damages could *be resisted; further, that this firm 
could not restrain Government from entering into an agreement 
with anyone else. 

16. On November 25, decision was taken to constitute a second 
Negotiating Committee for discussion with the representatives of 
the second firm in order to assess after negotiations the relative 
advantages of the two offers and then make a final choice. About 
the same time, but after the second offer had been received, the 
Director, I.S.M. and a Military Officer visited the establishment of 
the first firm and stated that its stock position and manufacturing 
facilities were reasonably satisfactory. 

17. It was decided on 27th November, 1957 that the contract with 
the first firm should be signed without further delay. The I.S.M. 
were instructed to conclude the final agreement on the basis of the 
letter of intent. The contract was finally signed by I.S.M. on Decem- 
ber 18, 1957. It may be mentioned in this connection that in the 
letter of intent there was a clause reserving the right of Government 
to reduce, increase or cancel items within 90 days from the date of 
formal agreement provided the Government furnished alongwith the 
contract a list of items that might be thus deleted, increased or 
reduced in quantity. No such list was attached to the formal 
agreement. 

18. On December 31, the I.S.M. was asked to insist on balanced 
shipments; as regards inspection, the following instructions were 
given: “No inspection need be carried out before shipment and stores 
will be accepted for shipment on a certificate rendered by the firm 
that they are in compliance with the particulars contained in the 
invoice and packing lists. Discrepancies and shortages or defective 
stores would be notified within six months from the date of receipt in 
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consignee’s depots in India, and the firm should arrange replacement 
of stores free of cost as laid down in the letter of intent.” 

19. On March 4, 1958, as a result of a special review undertaken 
In February, 1958, the M.G.O. asked the I.S.M. to delete some items 
valued at $5,73.000. This cancellation was communicated without 
consultation with either the Ministry or the financial authority. On.' 
March 28, I.S.M. replied that the firm refused to accept the deletions 
except for supply estimated to cost $86,000. The Ministry of Law 
was consulted at this stage and they advised that the cancellation 
would amount to a breach of contract as it was not covered by any 
special condition of the contract. Ultimately no cancellation except 
to the extent accepted by the firm, was pressed. Subject to these 
variations, the contract was executed and practically all the supplies 
received by March, 1959. 

OBSERVATIONS 

20. Direct Negotiations with the firm: In reply to a question as t.o 
why the suppliers approached the M.G.O. and not the procuring 
agency, it was explained that it was not unusual for suppliers to 
approach officers of the Defence Ministry or of the Defence Head- 
quarters with offers for supplies. It was admitted, however, that 
while such approaches were allowed and might even be necessary 
in the case of purchases of warlike stores where the agency of the 
procuring organisation was not used, it was not usual in the case 
of non-warlike stores. It was further admitted that in regard to 
the supplies of mechnical transport spares, the practice has always 
been to place indents on the procurement organisations. It was only 
in regard to this deal that a deliberate exception was made. 

21. The sub-Committee would like to invite attention to the 
observations of the Public Accounts Committee in para 34 of their 
9th Report (1st Lok Sabha) and para 50 of the 15 th Report (1st 
Lok Sabha), where they have commented adversely on the practice 
of the indenting Authorities having any direct contact with suppliers, 
or even of indicating a source of supply. They regret to observe that 
the above recommendations , which were accepted by Government 
have not been complied with in this case . 

22. The Secretary, W.H. & S., has stated in evidence that his 
Ministry agreed to a departure from the normal procurment proce- 
dure and to a single negotiated contract only on the consideration 
that it was to be a barter deal and the intention was not merely to> 
procure spares required but also to dispose of unwanted spares in 
a single transaction. Otherwise, he added, the advice of his Ministry 
would have been to go in for open tender. But the barter aspect 
which was one of the important considerations in this single 
negotiated deal was ultimately given up. It was also admitted that 
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in response to the tenders issued on earlier indents by this 

firm had also quoted and supplied, but had not been able to meet 
the full range required. Though the largest supplier, it had also 
defaulted. In such circumstances the sub-Committee find no justi- 
fication for entering into single negotiated contract with this firm 
in contravention of the prescribed procedure of inviting competitive 
tenders. 

Exorbitant Prices 

23. Although the importance of obtaining prices through I.S.M. 
had been stressed earlier by both the Financial Advisers. Defence 
Services and Ministry of W.H. & S., no action was taken in this 
regard. Nor was the capacity of the firm to supply the full range of 
spares verified before the negotiations commenced. It was decided 
by the Ministry of Defence to rely on such material as was available 
with them for negotiating the prices. In evidence, it was disclosed, 
however, that the Ministry of Defence had in their possession 
price indications only in regard to about 25% of the items in the 
indent and in respect of some of the items, the prices quoted by the 
firm were higher by 5 to 50 times. As regards the remaining 75% 
of the items, the Ministry had to rely on old price lists and | or cal- 
culations made by Depots or Technical Officers. 

24. The sub-Committee were given to understand that a sugges- 
tion was made in October, 1956 by the Ministry of Finance (Defence 
Division) that the firm be given a list of spares both to be purchased 
and disposed of so that a price indication could be obtained from it 
for the purpose of negotiating the sale of surplus stores. This would 
have been a valuable yardstick of comparison and would have 
enabled the Negotiating Committee to determine prices of the sur- 
plus stores to be sold to the firm. The sub-Committee regret to 
learn that this suggestion was not acted upon. 

25. It was brought to the notice of the sub-Committee that the 
Negotiating Committee had itself recorded as follows regarding the 
prices quoted by the firm: 

“This scrutiny revealed that in regard to over 100 items, 
while the quotations to I.S.M., Washington, were about 
280% of our estimated prices, the rates quoted to us 
for the same items were 544% of our estimated prices. 
In regard to other items, quotations tendered to the 
I.S.M. and to us were uniformly 269% of our estimated 
prices.” 

It was also brought to the notice of the sub-Committee that on 
.a subsequent open tender issued by the I.S.M., this firm had quoted 
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prices much lower than the prices approved by the Negotiating 
Committee on this occasion. 

Thus, although the negotiating committee was aware that i >the 
quotations were inflated, it could only effect reduction of the order 
of 10% in the prices for non-armour ed vehicles. 

26. In this connection, it will not be out of place to refer to the 
development in regard to supply of wireless equipment by this 
firm. As against the price of Rs. 20 lakhs negotiated with this firm 
for the wireless equipment, an Indian supplier agreed to meet the 
full requirements at a cost of Rs. 14' 7 lakhs. When quotations were 
invited from U.K. for the supply of these equipments, an offer of 
Rs. 14- 88 lakhs was obtained. Before the deal was finalised, it was 
reported that by cannibalising some of the sets, the requirements 
could be largely met and a balancing order for Rs. 62,000 would 
only be necessary. But for the offer of the Indian firm and the 
review in its wake, unwanted stores to the extent of Rs. 19 lakhs 
would have been ordered from the foreign firm. 

Non-Disposal of Surplus Spares 

27. As mentioned earlier in para 13 above at one stage (June, 
1957) the sale aspect of the unwanted spares was considered so 
important, that it was held that it should be proceeded with even if 
government decided not to purchase spares from this firm. However, 
steps were afoot in July, 1957 to give up the idea of sale to the firm 
on the plea that other higher offers had been received. In examina- 
tion, however, it transpired that there was only a single offer and 
enquiries from two other firms. The single offer was from a local 
firm for purchase at Rs. 700 per ton and not in dollars and subject 
to certain conditions. 

28. The sub-Committee enquired whether the financial standing 
of this firm and its ability to purchase such a large tonnage of 
automobile spares were investigated. They were informed that 
during the period 1954—57 this firm had purchased surplus army 
automobile spares of the value of Rs. 1,15,000 only. The sub-Com- 
mittee also understand that the Defence Secretary had expressed 
his misgivings about the genuineness of this offer and wanted to 
have a report after enquiries. It appears, however, that no such 
report was submitted to him. 

The sub-Committee feel, therefore, that dropping the provisions 
for the sale of spares on the plea that better offers had been received 
lacked justification. Even this so-called better offer was neither 
processed nor accepted. On the other hand, it was decided, an 
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September 17, 1957, that the surplus should be declared to th€' 
D.G.S. & D. who should invite global tenders for its disposal. If 
global tenders could throw up competitive prices for sales, they could 
equally do so in the case of purchases. 

29. It was stated in extenuation before the sub-Committee that,, 
on the advice received from the Chief of the General Staff in 
November, 1957, it was decided to withhold the disposal of armoured, 
vehicle spares pending review of requirements on the basis of a 
contemplated second ‘‘strip and rebuild” programme for such 
vehicles. Pending decision on the repair programme of non- 
armoured vehicles, disposal action on surplus vehicle spares was 
also suspended. It is strange that even between September and 
November , 1957, no action teas taken to follow up the decision to 
dispose of surpluses through the D.G.S. & D. It is also inexplicable 
that while , on the one hand , disposal action was suspe 7 ided in 
November-December, 1957, on the other , in March , 1958, cancellation 
to the extent of 45 per cent of the order originally placed on the firm 
hi December , 1957 had been communicated. The two decisions are. 
in the sub-Committee’s opinon , irreconcilable. 

30. The Additional Secretary informed the sub-Committee that he 
did not like the sale of surplus vehicle spares at a low price and 
he had at the back of his mind an idea to get Government out of 
this part of the deal if he could. When his attention was drawn to 
a note recorded by himself to the effect that Government should 
proceed with the sale of surplus vehicle spares according to the letter 
of intent, even if the purchase of spares by Government did not 
go through, he observed that the note was written for obtaining 
legal opinion as to whether the two parts of the contract could be 
considered as separate. He added that his intention was to ‘resile 
from this deal retaining the other part of the deal’. If this was the 
intention , it is not clear why stress has been laid on, the sale to the 
firm in the note seeking legal opinion . The sub-Committee feel , 
therefore , that what was stated in evidence by the Additional 
Secretary is in conflict with his recorded views. Again , when the 
firm wanted more than the stipulated time (three months) for the 
removal of the material , the Additional Secretary noted on 24 th 
June , 1957 “as the whole object of this deal is to clear our godowns 
of the surplus stock as quickly as possible to make space available 
for our essential requirements , we cannot agree to the relaxation 
asked for”. Even this note by the Additional Secretary does not go 
to support his contention. 

31 . The sub-Committee enquired whether the non-execution of 
the contract for the sale of surplus to the firm was not a material* 
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deviation from the terms of the letter of intent, more particularly, 
as in all earlier notings the barter aspect had been repeatedly 
stressed and it had been stated “both the transactions are to be 
treated as one and if one of them does not come through, the second 
also automatically falls off”. They were informed that the firm 
itself had agreed on September 4, 1957 not to insist on the sale. 
Earlier, it had been mentioned in para 14 that on the 2nd September, 
it had protested against Government negotiating with other parties. 
The sub-Committee were shown a subsequent letter of December 19, 
1957 from this firm which reads as follows: 

“We wish to confirm that as requested by the Government of 
India we have withdrawn our offer to purchase the 
above-mentioned spares and if this fact is found not to 
be true, we will be willing to accept the deal as agreed 
to with the Government of India”. 

No document , however , was made available to the sub-Committee 
to indicate when and in what terms Government requested the firm 
to withdraw its offer to purchase surplus spares. 

32. The sub-Committee would i also like to draw attention to the 
fact that the barter aspect of the deal was one of the important 
considerations for deciding upon a single tender negotiated contract 
with this firm. Later , in September , 1957, it was decided not to 
dispose of the army surplus spares to the firm. The sub-Committee 
are surprised why this material deviation from the terms of letter 
of intent was not s}.s?cifieaUy brought to notice in December , 1957 
when final orders for entering into a contract ivith the firm were 
sought . 

Defect in Provisioning 

33. As regards the preparation of the list of spares, the sub- 
Committee wanted to know how such a large reduction (45 per cent 
of the original indent) in the firm demand of spares was discovered 
within a brief period of three months when the Defence authorities 
had more than 18 months to consider the matter. They were 
informed that the list which was supplied was based on the annual 
provisioning review undertaken from March, 1956, to cover the 
requirements of 1956-57. No annual provisioning review was under- 
taken in 1957 as was required under the rules. The sub-Committee 
were given to understand by the Director cf Ordnance Services 
(D.OS.) that this review in 1957 was not undertaken as these 
negotiations were in the offing. The sub-Committee, on the other 
hand , feel that this only stressed the urgency of up-to-date reviews 
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of requirements, so that the scope of the demand could he correctly 
ascertained. It was urged in extenuation that as the Director of 
Mechanical Engineering (D.M.E.) had no scaling cells located in the 
depots and workshops, the requirements of spares had been calculat- 
ed on the basis of ‘strip and view’ and not on the basis of ‘strip and 
rebuild*. In the case of armoured vehicles, however, the D.M.E. 
communicated to D.O.S. revised scales except for one type between 
August and December, 1957, before the conclusion of the contract. 
But it is not clear to the sub-Committee why even these new 
scales were not translated into items and quantities , and necessary 
adjustments not effected in the list already supplied to the firm • 
In the case of non-armoured vehicles, the D.M.E. stated that the 
new scales have not yet been established on the basis of ‘strip and 
rebuild’, but that this was in hand. He also mentioned that some 
amendments were issued in April, 1956 and April, 1957, but they 
related to only three or four types of vehicles out of a large number 
of types. It was only in February, 1958, after the contract had 
been signed, that a special provisioning review was ordered by the 
M.G.O. with the direction tc complete it within a period of four 
weeks. The cancellations which were communicated in March, 1958 
were the result of this special provision review. The sub-Com- 
mittee enquired as to why this urgent provision review was under- 
taken after the contract had been concluded when its importance 
was totally overlooked at a time when it could have been effective. 
It was explained that the M.G.O. was under the impression that as 
these cancellations had been communicated within 90 days of the 
date of conclusion of the contract, they could have been effected. 
The sub-Commktee are surprised to be told that the M.G.O. who 
was a member of the Negotiating Committee ivas not aware of the 
implications of this particular clause of the letter of intent and that 
he was still under the mistaken belief that he could have communi- 
cated cancellations ivvthin 90 days of the signing of the contract . 
It is also strange that though he had a copy of the contract , he had 
not noticed that the provision in the letter of intent regarding re- 
ductions/cancellations required incorporation of a list in the final 
contract. 

34. As desired by the sub-Committee, they were furnished with 
a copy of a letter dated 7th December, 1957 from the Master General 
of Ordnance Branch to I.S.M., Washington. In para 3 of this letter 
it had been observed that a scrutiny of the latest list furnished by 
the firm of spares required by the Army revealed that the firm had 
omitted 535 items from that list although the items in question 
appeared in the list of requirements as furnished by the Army Head- 
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quarters. The I.S.M. were therefore asked to ensure that every 
single item included in the list furnished by the Army Headquarters 
less those since deleted was indented when the contract was fina- 
lised. But while endorsing copies of that letter to the Army Depots, 
it had been observed as follows: — 

“You may like to re-examine whether or not any of the 535 
items referred to in para 3 above can now be cancelled 
as not required”. 

In the endorsement to the Ministry of Defence, it was stated that 
the Ministry should ensure that the contents of para 3 were brought 
to the notice of I.S.M. at the time they were advised to finalise the 
contract. It is clear that the M.G.O. was in two minds about these 
535 items. The sub-Committec are amazed how the M.G.O. can 
ask the I.S.M. to include the 535 items in the final contract as a firm 
demand and at the same time entertain a doubt about the demand, 
as his endorsements to the Depots indicated- 

Balanced. Shipments 

35. The sub-Committee would now turn to the question of 
balanced shipments. One of the considerations on which the offer 
of the other firm mentioned earlier was not considered was that this 
firm could not give any undertaking that each shipment would be 
balanced even though it agreed to make the total supplies a balanced 
one. Though the same objection was made by the first firm and the 
letter of intent issued did not make any provision for each shipment 
being balanced; subsequently, as it was considered that this condi- 
tion was the essence of the contract, it was provided in the contract 

that “each shipment should constitute balanced supply so as to 

provide a complete range of spares proportionately balanced in quanti- 
ty in respect of each item for the applicable vehicle section. (For 
instance, Ford Section, Chevrolet Section and so on).” It was held 
that “this condition was the essence of the contract”. 

36. In evidence it was admitted to the sub-Committee that it 
was extremely difficult to ensure that each shipment was balanced 
in items and quantities. Nor, indeed, was any arrangement made 
to ensure the enforcement of this condition of the contract which 
was considered its ‘essence’. It seems to have been no more than a 
paper provision but was yet invoked as a justification for not consi- 
dering the alternative offer received. 
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37. The sub-Committee were given to understand by the D.O.S. 
that not a single shipment of spares despatched conformed to this 
condition- But they were accepted by the I.S.M. as balanced on the 
strength of a certificate given by the suppliers themselves and 
payments were made accordingly. 

Over-Provisioning 

38. An important clause in the letter of intent was that Govern- 
ment would have the right of reducing, increasing or cancelling items 
and quantities within 90 days of the signing of the contract, the under- 
lying intention being that as the list given to the supplier was a rough 
list based on 1956 review , there should be elbow room in the contract 
to adjust items and quantities in the financial interest of Government 
and to prevent acquiring of unwanted spares . 

hi evidence, the Joint Secretary (Defence) who was the Chairman 
of the Negotiating Committee stated that in his view , it was an import- 
ant clause . He had deliberately put it in because he was very fami- 
liar with the fluctuations in the M.G.O/s indent. He, therefore, wanted 
to reserve this right and put in a lot of items in the list so that if Gov- 
ernment wanted to withdraw certain items , they could do so. The 
final contract, however, did not secure this light to Government as a 
result of which , the firm repudiated in March , 1958 the cancellation of 
45% of the stores ($5,73,000) indented for, but accepted only cancella- 
tion of stores to the extent of $86,000. 

39. The sub-Committee would like to point out in this connection 
that there had been a number of cases in the past wherein indents 
placed on the basis of provision reviews had to be cancelled either 
wholly or partially as a result of subsequent reviews [vide paras 47 — 
52 and 56 — 60, 19t/i Report ( First Lok Sabha ) ; paras 14-15, 6 th Report 
( Second Lok Sabha); paras 23 — 25, and 26 — 28, 17tJi Report 
(Second Lok Sabha)]. The Public Accounts Committee of 1955-56 
in para 53 of their 19 th Report ( First Lok Sabha) had suggested that 
the system of provision review called for a thorough and detailed 
investigation of the bases on which the provision reviews were made 
and the estimates of requirements were acted upon. The sub-Com- 
mittee regret to find that the position in regard to provision reviews 
has not improved since . 

40. To summarise, it appears to the sub-Committee that the three 
most important considerations in this agreement were : 

(a) It was in the nature of a barter deal which would conserve 
India's foreign exchange and clear the army depots of 
unwanted spares ; 
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lb) that each shipment would be balanced so that the spares 
as and when received could immediately be utilized in 
the overhaul programme completing the required number 
of vehicles to be overhauled; and 

i(c) that Government would have the right of reducing , increas- 
ing or cancelling items and quantities within 90 days of 
the signing of the contract. 

The sub-Committee are constrained l to observe that none of these 
vital conditions was in fact observed or realised in the fulfilment of 
the contract. 

41. Execution of the contract. — The Comptroller and Auditor 

General made available to the sub-Committee a long pseudonymous 
complaint about the execution of the contract. The Auditor General 
had earlier informed the sub-Committee that he had made a copy of 
this letter available both to the Defence Secretary and Financial Advi- 
ser, Defence Services, so that they could make necessary enquiries in 
the matter. While the sub-Committee understand that this investiga- 
tion is yet to be completed, both the F.A. and D.O.S. admitted in evi- 
dence that some of the allegations had already been established to be 
correct. For example, one complaint was that orders for a number of 
small canvas bags which are used as cover for the gun muzzle had been 
ordered from this supplier, though this item could have been easily 
indigenously produced. The price paid for this item was under this 
contract, after rebate, $14*6. In a subsequent contract, as a result of 
the endeavours of the the price was reduced to $10.28. The 

opinion expressed before the sub-Committee by the D.O.S. was that a 
bag like that could have been manufactured in India at 1/10 of the 
price paid. It was also mentioned that the quality of canvas was not 
up to specification and was inferior to the sealed sample. The sub- 
Committee are alarmed to find that the price of this item , which fell 
also within the scope of the negotiations conducted , was so completely 
out of line with the intrinsic worth and the cost of such an article . 
They apprehend that a similar price differential might also have been 
allowed , though unknowingly , in the case of some major items. 

42. The sub-Committee were also informed that one of the com- 
plaints in the letter mentioned above that the suppliers had substi- 
tuted Rzeppa joints for Bendix joints was correct. When these arrived 
at the depot, the D.O.S. refused to accept the substituted items as, in 
his opinion, these two types of joints were not interchangeable. This 
opinion was supported by the expert opinion of General Motors — the 
manufacturers. The M.G.O. accepted the contention of D.O.S. and 
even wrote to the Military Attache of the Mission concerned to say 
that this substitution of an inferior lower priced unsuitable spare 
would not be acceptable to Government. It was stated in evidence 



that after this rejection the representative of the suppliers came to 
India with certain documents and convinced the army authorities 
about the interchangeability of these parts. Accordingly, the discre- 
pancy report raised earlier was cancelled under instructions of the 
M.G.O. The Additional Secretary, Defence Ministry, informed the 
sub-Committee that the Ministry did not know that the part had been 
accepted as interchangeable by the military authorities, and that 
when they came to know of it, they thought that they still had a legal 
claim and referred the matter to the Law Ministry. The Law Minis- 
try advised that in view of the commitments made by the M.G.O. 
there was no claim. 

43. Though in the letter of intent it had been stipulated that sup- 
plies must be strictly according to specification, in the final contract 
(clause 15) a modification had been made and the suppliers were 
given the freedom to substitute interchangeable parts provided they 
were so indicated in the packing notes and invoices. It came to not ice 
in the examination of the witnesses that the firm had not indicated 
that Rzeppa joints were being substituted for Bendix joints and l given 
a certificate that they were interchangeable. The complainant had 
even stated that in the case of switches , Dodge and G.M. switches 
were labelled with Ford part numbers. When questioned whether 
similar wrong numbering might have happened to Rzeppa joints sup- 
plied in lieu of Bendix , the D.O.S. could neither confirm nor contra- 
dict. The sub-Committee thought that this point could not har>e beer ? 
overlooked at the time of the examination at the depot and desired 
that this should be immediately ascertained and reported. This is a 
serious charge needing full investigation. 

44. When the Additional Secretary was asked whether in seeking 
legal advice, he had drawn the attention of the Law Ministry io the 
fact that the contractor had not given any intimation of the substi- 
tution as required in terms of the contract, he stated that this aspect 
of the question had not been earlier considered. He promised, 
however, to put this aspect before the Law Ministry and seek their 
advice again. The sub-Committee find it disturbing that , as a result 
of the acceptance of a substituted part Government have spent 
$ 72,600 in acquiring spares of which they themselves were carrying 
a number much in excess of the indented number , the number in 
stock being 1869 against 1000 indented. 

45. The sub-Committee were also interested to ascertain the extent 
to which the surplus spares acquired from the supplier valued at 
$4,40,000 have so far been utilized in the overhaul programme. They 
were informed by the Additional Secretary that up-to-date spares 
costing roughly $ 69,000 had been so far utilised. So, if the rate of 
utilization does not impi*ove it would indeed take several years 
' before the surplus is consumed. The sub-Committee were also 
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informed that only a third of the total spares purchased from the 
suppliers had been utilized from April, 1958 till the end of February, 
1960. The demand for the spares was considered urgent as it was 
stated that the repair and overhaul programme had to be completed 
by March, 1960. Considering the rate of utilization of spares up-to- 
date, the suh-Committee are inclined to question the urgency of the 
demand which was one of the main considerations for departing from 
normal procurement procedure leading to the irregularities noticed 
and involving Government in financial loss. 

46. Conclusion. — In conclusion, the sub-Committee would like to 
observe that they are far from happy at the manner in which the 
contract had been concluded and executed. They, therefore, consi- 
der that the case required an impartial investigation with reference 
to the following aspects: — 

(i) The justification for negotiating with the firm without 

inviting open tenders; 

(ii) The safeguards taken to protect the interest of Government 

against the risk of high prices inherent in a single nego- 
tiated contract; 

(iii) The reasons for the failure to undertake special review 

for assessing the firm requirement of spares before the 
final conclusion of the contract; 

(iv) The reasons that led to the cancellation of the sale of sur- 

plus spares to the firm; 

(v) The performance of the contract with reference to its terms 

nnd conditions; 

(vi ) Fixation of responsibility on individuals for lapses, if any, 

and introduction of remedial measures for future. 

New Delhi; 

The 14 th April , I960. 

Chaitra 25, 1882 (Saka) ' 

Chairman, 

Sub-Committee of the Public Accounts 

Committee. 



ANNEXURE 

Para 13 of Audit Report (Defence Services), 1959 

• Contract for supply of Mechanical Transport spares 

In April, 1956, a foreign firm offered to supply the full range of 
spare parts required for war time Army vehicles of North American 
origin and to purchase all surplus spares of such Army vehicles held 
by the Government. Enquiries, pending at that time, both in Lon- 
don and Washington for the purchase of the spares were thereupon 
suspended but no action was taken (as urged by the Ministry of 
Finance) to ascertain from the India Supply Mission whether any 
other dealer could make a competitive offer for the complete range 
of needed spares. Instead, direct negotiations were commenced 
with this firm in February, 1957 as it was thought that the firm’s 
offer to purchase all the surplus vehicle spares lying with the Army 
would release valuable storage accommodation and result in a consi- 
derable saving in dollar exchange. A “letter of intent” was accord- 
ingly issued to the firm on May 4, 1957, which contained the follow- 
ing heads of agreement: — 

(a) The list of spares and the dollar prices at which they 

would be supplied by the firm to be drawn up. 

(b) The right to vest in Government to delete, reduce or in- 

crease the quantities demanded against any item, within 
three months from the date of placing of the formal 
contract, provided that the Government furnished along 
with the contract a list of items that might be thus 
deleted, reduced or increased in quantity. 

(c) The firm to purchase Government’s surplus vehicle spares 

upto a quantity not exceeding 4250 tons, at a fiat rate of 
$ 110 per ton. 

After the India Supply Mission had been authorised to place a 
formal contract on the firm on the above lines in September, 1957, 
another foreign firm offered on October 18, 1957 to supply the entire 
range of spares at rates which were 10% lower than those offered 
by the first firm with the further offer that 50%, of the price could be 
paid in rupees*. This offer could not, however, be accepted as Gov- 
ernment was bound by the “letter of intent” issued in May, 1957. A 
contract for $ 12,63,324 was finally concluded with the first firm on 
December 18, 1957. 

♦The fin -1 offer of the other foreign firm was lower by 6. 6% only i. e. Rs. 4-71 
lakhs in value, with agreement to accept 25% of the payment in rupees. 

18 



19 


Subsequently, it was found that the quantities stipulated in the 
• contract were over-estimated and four amendments were proposed 
by the Government to the firm between December 18, 1957 and March 
17, 1958, for the cancellation of quantities valued at $5,73,952. The 
firm, however, agreed to the cancellation of items costing $86,744 
only on the following grounds: — 

(a) A list of the items on which Government reserved the 

right of subsequent deletion or reduction was not 
appended as stipulated to the formal contract in terms 
of the “letter of intent”; 

(b) Arrangements hed already been made for the manufac- 

ture or procurement of the items in question and some 
of the cancelled items had already been shipped on ur- 
gent requisitions from the Defence authorities them- 
selves. 

The failure on the part of the Government to include in the for- 
mal contract a list of spares which could be cancelled or reduced 
has presumably resulted in the unnecessary acquisition of spares 
valued at $4,87,000 approximately (Rs. 23,19,000). It has been ex- 
plained by the Ministry that at the time of assessing their require- 
ments initially, they had no reliable scales of spares for these vehicles 
and that their initial assessment was based on an examination of the 
worn-out parts of a few selected vehicles in 1955. Subsequently, 
when the actual “wastage returns” were received by about Decem- 
ber, 1957 from the workshops, the requirements were more scienti- 
fically assessed and were found to be much less than what was ori- 
ginally computed. 

Since 8,600 Army vehicles had been overhauled in Defence work- 
shops between October, 1952 and May, 1955, it appears thet the 
requirements of spares could have been reasonably estimated on the 
basis of past experience. Moreover, although the “letter of intent” 
of May, 1957 definitely contemplated the execution of a concurrent 
contract by the firm for the purchase of Army surplus spares not 
exceeding 4250 tons, at u price of $ 110 per ton, no such contract was 
eventually concluded. Only a negligible quantity of 5 tons of some 
selected items appears to have been actually purchased by the firm 
at $230 per ton. The major consideration, which prevailed with 
Government in accepting this negotiated single tender contract viz., 
release in storage accommodation and saving in foreign exchange 
has thus failed to materialise. No explanation has been offered to 
audit in this matter. 






APPENDIX I 


Proceedings* of the Sixtieth silting of the Public. Accounts Committee held on 
Monday , the i8i/z April, i960 

The Committee sat from 10 -oo to I0'30 hours. 

Present 

Shri Upcndranath Barman — Chairman 

Members 


2. Shri T. Manacn 

3. Shri Shamrao Vishnu Parulekar 

4. Shri Radha Raman 

5. Shri Rameshwar Sahu 

6. Shri T. Sanganna 

7. Shri Vinayak Rao K. Koratkar 

8. Shri Jaipal Singh 

9. Shri Shraddhakar Supakar 

10. Shri Rohit Manushankar Dave 

1 1 . Shri Surendra Mohan Chose 

12. Shri Jaswant Singh. 

Shri A.K. Chanda, Comptroller and Auditor General of India. 

Shri G.S. Rau, Addl. Dy. Comptroller and Auditor General . 

Shri P.K. Basu, Director of Audit, Defence Services. 

Secretariat 

Shri V. Subramanian, Deputy Secretary 
Shri Y.P. Passi, Under Secretary. 

The Committee considered and approved the undermentioned Reports: 

(i) Draft Twenty-seventh Report of the Public Accounts Committee 

on the Excesses over charged Appropriations disclosed in the 
Appropriation Accounts (Defence Services), 1957-58; and 

(ii) Report of the sub-Committec of the P.A.C. on the case referred 
to in para 13 of the Audit Report (Defence Services), 1959, re. 
Contract for supply of Mechanical Transport spares. 

The Committee then adjourned sine die. 
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APPENDIX II 


Summary of the Conclusions! Recommendations 


Serial Para No. Ministry 

No. or Depart- Condusions/recommendations 

ment con- 
cerned 


i 2 3 


4 


I 20-21 Defence In reply to a question as to why the supplier 

approached the M.G.O. and not the pro- 
curing agency, it was explained that it was 
not unusual for suppliers to approach 
officers of the Defence Ministry or of the 
Defence Headquarters with offers for 
supplies. The Committee would like to 
invite attention to the observations in 
para 34 of their 9th Report (First Lok 
Sabha) and para 50 of their 15th Report 
(First Lok Sabha) where they have co- 
mmented adversely on the practice of 
the indenting authorities having any direct 
contact with suppliers, or even of indi- 
cating a source of supply. They regret 
to observe that the above recommendations 
which were accepted by Government have 
not been complied with in this case. 

d 22 Do. The barter aspect which was one of the 

important considerations in this single 
negotiated deal was ultimately given up. 
It was also admitted that in response to 
the tenders issued on earlier indents by 
I.S.M. this firm had also quoted and 
supplied, but had not been able to meet 
the full range required. Though the 
largest supplier, it had also defaulted. 
In such circumstances the Committee 
find no justification for entering into 
single negotiated contract with this firm 
in contravention of the prescribed pro- 
cedure of inviting competitive tenders. 
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3 23 Defence Although the importance of obtaining prices 

through I.S.M. had been stressed earlier 
by both the Financial Advisers, Defence 
Sendees and Ministry of W.H.&S., no 
action was taken in this regard. Nor was 
the capacity of the firm to supply the full 
range of spares verified before the ne- 
gotiations commenced. 

2 4 Do. (i) A suggestion was made by the Ministry 

of Finance (Defence) in October, 
1956, that the firm be given a list of 
spares both to be purchased and disposed 
of bv the Army as it would have been 
a valuable yardstick of comparison and 
would have enabled the negotiating co- 
mmittee to determine prices of the surplus 
stores to be sold to the firm. The Co- 
mmittee regret to learn that this suggestion 
was not acted upon. 

25 Do. (ii) Although the negotiating committee was 

aware that the quotations of the firm 
were inflated, it could only effect re- 
duction of the order of 10% in the prices 
for non-armoured vehicles. 

5 26 Do. But for the offer of the Indian firm to 

meet the full requirements of wireless 
equipment at a cost of Rs. 14' 7 lakhs and 
tfe review in its wake, unwanted stores 
to the extent of Rs. 19 lakhs would have 
been ordered from the foreign firm. 

6 28 Do. The Committee feel that dropping the 

provisions for the sale of > pa res on the 
pica that better offers had been received 
lacked justification. Fvcn the so-called 
better offer from a local firm was neither 
processed nor accepted. On the other 
hand, it was decided on September 17, 
T957, that the surplus should be delcared 
to the D.G.S. & D. who should invite 
global tenders for its disposal. If global 
tenders could throw up competitive prices 
for sales, they could equally do so in the 
case of purchases. 

7 29 Defence It is strange that even between September 

and November, 1957, no action was taken 
to follow up the decision to dispose"* ot 
surpluses through the D.G.S & D. It 

2i3(Aii)LS — 3 
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is also inexplicable that while, on the one 
hand, disposal action was suspended in 
November-December, 1957* on the other 
in March, 1958, cancellation to the extent 
of 45 per cent of the order originally placed 
on the firm in December, 1957 had been 
communicated. The two decisions are, 
in the Committee’s opinion, irreconcilable. 

8 30 Defence If the intention was to resile from the sale 

of surplus vehicle spares to the firm 
retaining the other part of the deal, it 
is not clear why stress has been laid on the 
sale to the firm in the note seeking legal 
opinion. The Committee feel, therefore, 
that what was stated in evidence by the 
Additional Secretary is in conflict with 
his recorded views. Again, when the 
firm wanted more than the stipulated 
time (three months) for the removal of the 
material, the Additional Secretary noted 
on 24th June, 1957 ‘'as the whole object 
of this deal is to clear our godowns of the 
surplus stock as quickly as possible to make 
space available for our essential require- 
ments, we cannot agree to the relaxation 
asked for.” Even this note by the Additional 
Secretary does not go to support his 
contention. 

9 31 Do No document was made available to the 

Committee to indicate when and in what 
terms Government requested the firm 
to withdraw its offer to purchase surplus 
spares. 

10 32 Do The Committee would also like to draw 

Finance attention to the fact that the barter aspect 

(Defence) of the deal was one of the important 
considerations for deciding upon a single 
tender negotiated contract with this firm. 
Later, in September, 1957, it was decided 
not to dispose of the army surplus spares 
to the firm. The Committee are surprised 
why this material deviation from the terms 
of letter of intent was not specifically 
brought to notice in December, I 957 > 
when final orders for entering into a 
contract with the firm were sought. 
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ii 33 Defence (i) The Committee were given to understand 

by the D.O.S. that the review in 1957 was 
not undertaken as these negotiations were 
in the offing. The Committee on the 
other hand, feel that this only stressed 
the urgency of up-to-date reviews of 
requirements, so that the scope of the 
demand could be correctly ascertained. 

(ii) It is not clear to the Committee why 
even the new scales in respect of the 
armoured vehicles communicated by the 
D.M.E. to the D.O.S. between August 
and December, 1957 were not translated 
into items and quantities and necessary 
adjustments not effected in the list already 
supplied to the firm. 

(iii) The Committee are surprised to be told 
that the M.G.O. who was a member of 
the Negotiating Committee was not 
aware of the implications of paragraph 3 
of the letter of intent and that he was 
still under the mistaken belief that he 
could have communicated cancellations 
within 90 days of the signing of the 
contract. It is also strange that though 
he had a copy of the contract, he had not 
noticed that the provision in the letter 
of intent regarding reductions/cancellations 
required incorporation of a list in the 
final contract. 

T2 34 Do. It is clear from a letter dated 7th December, 

1957 from the M.G.O. to the I.S.M. and 
its endorsements to the Ministry of 
Defence and Army Depots that the M.G.O. 
was in two minds about 535 items, which 
had been omitted by the firm from the 
list of requirements furnished by the 
Army Headquarters. The Committee 
are amazed how the M.G.O. can ask the 
I.S.M. to include the 535 items in the final 
contract as a firm demand and at the same 
time entertain a doubt about the demand, 
as his endorsements to the Depots in- 
dicated. 

13 35 Defence (i)J| One of the considerations on which 

the offer of the other firm was not con- 
sidered was that this firm could not give 
any undertaking that each shipment would 



be balanced even though it agreed to make 
the total supplies a balanced one. 

(ii) It was admitted to the Committee 
that it was extremely didicult to ensure 
that each shipment was balanced in items 
and quantities. Nor, indeed, was any 
arrangement made to ensure the enforce- 
ment of this condition of the contract which 
was considered its ‘essence*. It seems 
to have been no more than a paper pro- 
vision but was yet invoked as a justifi- 
cation for not considering the alternative 
offer received. 

Defence An important clause in the letter of intent 
was that Government would have the 
right of reducing, increasing or cancelling 
items and quantities within 90 days of 
signing of the contract, the underlying 
intention being that as the list given to the 
supplier was a rough list based on 1956 
review, there should be elbow room in 
the contract to adjust items and quantities 
in the financial interest of Government 
and to prevent acquiring of unwanted 
spares. In evidence, the Joint Secretary 
(Defence) who was the Chairman of the 
negotiating committee stated that in his 
view, it was an important clause. He 
had deliberately put it in because he was 
very familiar with the fluctuations in the 
Ai.G.O.’s indent. He, therefore, wanted 
to reserve this right and put in a lot of 
items in the list so that if Government 
wanted to withdraw certain items, they 
could do so. The final contract, how- 
ever, did not secure this right to Govern- 
ment as a result of which, the firm re- 
pudiated in March, 1958, the cancellation 
of 45% of the stores ($ 5,73,000) indented 
for, but accepted only cancellation of 
stores to the extent of $ 86,000. 

Do. The Committee would like to point out 
in this connection that there had been a 
number of cases in the past wherein in- 
dents placed on the basis of provision 
reviews had to be cancelled either wholly 
or partially as a result of subsequent 
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reviews [z>zc/e paras 47-52 and 56-60, 

19th Report (First Lok Sabha) ; paras 
14-15, 6th Report (Second Lok Sabha) ; 
paras 23-25, and 26-28, 17th Report 
(Second Lok Sabha)]. The Public 

Accounts Committee of 1955-56 in para 

53 of their 19th Report (First Lok Sabha) 
had suggested that the system of provision 
review called lor a thorough and detailed 
investigation of the bases on which the 
provision reviews were made and the 
estimates of requirements were acted 

upon. The Committee regret to find 
that the position in regard to provision 
reviews has not improved since. 

Defence To summarise, it appears to the Committee 
that the three most important considera- 
tions in this agreement were : 

(u) It was in the nature of a barter deal 
which would conserve India's foreign 
exchange and clear the army depots 
of unwanted spares; 

(b) that each shipment would be balanced, 
so that the spares when received could 
immediately be utilized in the overhaul 
programme completing the required 
number of vehicles to be overhauled ; 
and 

0 ) that Government would have the 
right of reducing, increasing or can- 
celling items and quantities within 
90 days of the signing of the contract. 

The Committee are constrained to observe 
that none of these vital conditions was in 
fact observed or realised in the fulfilment 
of the contract. 

Do. The Committee are alarmed to find that the 
price of the canvas bag, which also fell 
within the scope of the negotiations 
conducted, was so completely out of line 
with the intrinsic worth and the cost of 
such an article. They apprehend that a 
similar price differential might also have 
been allowed, though unknowingly, in the 
case of some major items. 
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1 8 43 Defence It came to notice in the examination of the 

witnesses that the firm had not indicated 
that Rzeppa joints were being substituted 
for Bendix joints and given a certificate 
that they were interchangeable. The 
complainant had even stated that in the 
case of switches, Dodge and G.R. switches 
were labelled with Ford part numbers. 
When questioned whether similar wrong 
numbering might have happened to 
Rzeppa joints supplied in lieu of Bendix 
the D.O.S. could neither confirm nor 
contradict. The Committee thought that 
this point could not have been overlooked 
at the time of the examination at the 
depot and desired that this should be 
immediately ascertained and reported. 
This is a serious charge needing full 
investigation. 

19 44 Do. (i) When the additional Secretary was asked 

whether in seeking legal advice, he had 
drawn the attention of the Law Ministry 
to the fact that the contractor had not 
given any intimation of the substitution 
as required in terms of the contract, 
he stated that this aspect of the question 
had not been earlier considered. He 
promised, however, to put this aspect 
before the Law Ministry and seek their 
advice again. 

(ii) The Committee find it disturbing that* 
as a result of the acceptance of a substituted 
part (Rzeppa joints) Government have 
spent $ 72,600 in acquiring spares of which 
they themselves were carrying a number 
much in excess of the indented number, 
the number in stock being 1869 against 
1000 indented. 

20 45 Do. (i) If the rate of utilization of the surplus 

spares does not improve it would indeed 
take several years before the surplus is 
consumed. 

(ii) Considering the rate of utilization of 
spares up-to-date, the Committee are 
inclined to question the urgency of the 
demand which was one of the main con- 
siderations for departing from normal 
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procurement procedure leading to the 
irregularities noticed and involving 
Government in financial loss. 

46 Defence In conclusion, the Committee would like to 
observe that they are far from happy at the 
manner in which the contract had been 
concluded and executed. They, therefore, 
consider that the case required impartial 
investigation with reference to the follow- 
ing aspects : 

(0 The justification for negotiating with the 
firm without inviting open tenders; 

(u) The safeguards taken to protect the 
interest of Government against 
the risk of high prices inherent in a 
single negotiated contract; 

(lit) The reasons for the failure to under- 
take special review for assessing the 
firm requirement of spares before the 
final conclusion of the contract; 

(tv) The reasons that led to the cancellation 
of the sale of surplus spares to the 
firm; 

(v) The performance of the contract with 
reference to its terms and conditions; 

(vi) Fixation of responsibility on indivi- 
duals for lapses, if any, and intro- 
duction of remedial measures for 
future. 
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INTRODUCTION 


1. the Chairman of the Public Accounts Committee, having been 
authorised by the Committee to present the Report on their behalf, 
present this Twenty-fifth Report on the Appropriation Accounts 
(including Proforma Commercial Accounts) (Civil), 1956-57 and 
1957-58 and Audit Reports thereon. 

2. The Appropriation Accounts (including Proforma Commercial 
Accounts) (Civil), 1956-57 and 1957-58 and Audit Report, 1958 and 
1959 were laid on the Table of the House on the 19th December, 1958 
and 27th August, 1959 respectively. 

3. The Committee examined these Accounts and Audit Reports 
thereon during their sittings held in October and December, 1959. 

4. The present Report of the Committee covers the Accounts for 
the years 1956-57 and 1957-58. To facilitate easy reference, the Report 
has been split up into two Volumes. The first Volume deals with 
the Ministries of Commerce and Industry, Rehabilitation, Finance 
(including Rehabilitation Finance Administration) , Health, Irrigation 
and Power, Steel, Mines and Fuel and Works, Housing and Supply. 
The other Volume will cover the remaining Ministries and the 
Minutes of all the sittings of the Committee. 

5. At their sitting held on the 22nd October, 1959, the Committee 
appointed a sub-Committee to examine ih detail certain aspects of 
the working of the Iron and Steel Controller's Organisation, Calcutta 
referred to in paragraphs 36 to 39 of Audit Report (Civil), 1958 — 
Part I and paragraphs 35 and 37 of Audit Report (Civil), 1959— Part 
I. The sub-Committee studied the Iron and Steel Controller’s 
Organisation on the spot and held informal discussions with its 
representative as well as with the Secretary, Ministry of Steel, 
Mines and Fuel (Department of Iron and Steel) . The various obser- 
vations and conclusions of the sub-Committee as adopted by the 
Public Accounts Committee have been embodied in their Twenty- 
sixth Report (Second Lok Sabha). 

6. During the course of the examination of these Accounts and 
Audit Reports thereon, certain Ministries brought to the notice of 
the Committee information which had not been furnished to Audit 
in timw and as such was not taken into account in finalisation of the 



(vi) 

relevant paragraphs in the Audit Reports. The Comptroller and 
Auditor General apprised the Committee of the existing procedure 
laid down by the P.A.C. in paragraph 12 of their Report on the 
accounts for 1943-44, which was circulated by the Finance Depart- 
ment in 1946, according to which the Ministries were given six weeks 
to verify the facts included in the draft Audit paragraph and in case 
the Ministries did not furnish the requisite information to Audit 
within this period, the paragraph as prepared by Audit was treated 
as final and included in the Audit Report. The Committee’s attention 
was also invited to paragraph 37 of their First Report (First Lok 
Sabha) wherein they had deprecated the tendency on the part of 
the Ministries to refute the facts embodied in the Audit Reports. 
They would reiterate their earlier recommendations and trust that 
the Ministries will always make it a point to furnish the requisite 
information to Audit within the prescribed period of six weeks. If 
in exceptional cases it is not possible to do so. the correct position 
should be furnished to the Committee through Audit so as to enable 
them to arrive at proper conclusions. 

7. The Committee considered and approved this Report at their 
sittings held on the 16th, 17th and 22nd March, 1960. 

8. A statement showing the summary of the main conclusions/ 
recommendations of the Committee has been appended to this Report 
(Appendix I). For facility of reference, these have been printed 
also in italics in the body of the Report. 

9. The Committee place on record their appreciation of the great 
assistance rendered to them in their examination of these Accounts 
by the Comptroller and Auditor General of India. 


New Delhi; UPENDRANATH BARMAN 

The 22nd March, 1960 Chairman, 

Caiira 2, 1882 (Saka) Public Accounts Committee. 
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FINANCIAL RESULTS OF THE GOVERNMENT OF INDIA 
(CIVIL GRANTS), 1956-57 AND 1957-58 

During the year 1956-57, the Voted Grants for Civil Expenditure 
stood at Rs. 868-22 erores (original Rs. 739*76 crores and supple- 
mentary Rs. 128-46) and appropriations for ‘charged’ expenditure 
stood at Rs. 3410:88 crores (original Rs. 3405-05 crores and supple- 
mentary Rs. 5:83 crores). The total expenditure against these grants 
and appropriations was Rs. 682 -33 crores and Rs. 2946-90 crores 
respectively. Out of this expenditure, Rs. 430-65 crores were on 
Revenue Account, Rs. 335-25 crores on Capital Account and 
Rs. 2863-33 crores on disbursement of Loans and Advances. There 
was thus a net saving of Rs. 649" 87 crores over final grants and 
appropriations (Voted Grants Rs. 185-89 crores and Charged Appro- 
priations Rs. 463-98 crores). 

Savings aggregating Rs. 194- 02 crores occurred in 131 out of 142 
Grants the percentage of savings ranging from -01 to 100. Fourteen 
Grants alone were responsible for about 75% of the total savings 
of 194- 02 crores. Similarly, there were savings of Rs. 464- 11 crores 
in 27 out of 32 Charged Appropriations. The Appropriation “Loans 
and Advances by the Central Government” accounted for a saving 
of Rs. 70-46 crores and “Repayment of Debt” for Rs. 387- 08 crores. 
Under these heads, there were large savings in the preceding years 
also. 

2. During the year 1957-58, the Voted Grants for Civil Expendi- 
ture stood at Rs. 1137-25 crores (original Rs. 1070- 73 crores and 
supplementary Rs. 66*52 crores) and appropriations for ‘charged* 
expenditure stood at Rs. 4361-40 crores (original Rs. 3924-40 crores 
and supplementary Rs. 437-00 crores). The total expenditure against 
these grants and appropriations was Rs. 921-45 crores and 
Rs. 4355*83 crores respectively. Out of this expenditure, Rs. 580.82 
crores were on Revenue Account, Rs. 494.- 19 crores on Capital 
Account and Rs. 4202-27 crores on disbursement of Loans and 
Advances. There was thus a net saving of Rs. 221-37 crores over 
final grants and appropriations (Voted Grants Rs. 215-80 crores and 
Charged Appropriations Rs. 5- 57 crores) . 

Savings aggregating Rs. 218-65 crores occurred in 118 out of 129 
•Grants, the percentage of savings ranging from * 13 to 78-7. Thirteen 
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Grants alone were responsible for about 80% of the total savings. 
Similarly, there were savings of Rs. 6 - 80 crores in 30 out of 37 
Charged Appropriations. 

Obviously, these large savings during 1956-57 and 1957-58 indicate 
overbudgeting and provision made prematurely for schemes. The 
statement below tfiows the savings under Capital Heads of the 
accounts: — 

1956-57 1957-58 

( in crores of Rs.) 

Final Grants and Appropriations 425 . 14 620.55 

Savings 89.89 126.36 

Percentage of Savings 21.14 20.36 


3. The percentage of savings and excesses as compared with the 
original and final grants or appropriations as modified by supplemen- 
tary Grants or Appropriations was as follows: — 
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Excesses over Voted Grants /Charged Appropriations. 

5. Despite large savings over the total final grants as stated in 
paras 2 and 3 above, the actual expenditure during the year 1956-57 
exceeded Voted Grants/ Appropriations in 15 cases — 11 Voted Grants 
and 4 Charged Appropriations. The Committee had already 
examined these excesses and submitted a separate Report viz.. 
Sixteenth Report (Second Lok Sabha) recommending the regularisa- 
tion of those excesses in accordance with the provisions of Article 
115 of the Constitution. These excesses have been regularised by 
Parliament vide Appropriation (No. 5) Act, 1959 (Act No. 35 of 1959) . 

6. Similarly during the year 1957-58 the actual expenditure 
exceeded Voted Grants/ Appropriations in 15 cases — 11 Voted Grants 
and 4 Charged Appropriations. The Committee have also examined 
these excesses and have submitted a separate Report viz., Twenty- 
third Report (Second Lok Sabha), recommending the regularisation 
of these excesses in accordance with the provisions of Article 115 
of the Constitution. 



n 

BUDGETING AND CONTROL OVER EXPENDITURE 

6. Supplementary Grants to the extent of Rs. 128 * 45 crores were 
obtained during the year 1956-57, representing 17-37 per 
cent of the original Voted Grants. Out of the total gross 
savings of Rs. 194-02 crores in Voted Grants a sum of Rs. 166 crores 
was surrendered before the close of the year. The latter included a 
.sum of Rs. 21 lakhs surrendered from Grants which resulted in 
•excess. Most of these surrenders were made towards the close of 
the year. The Committee feel that such surrenders made towards 
the close of the year do not serve any purpose as these could not 
be diverted for other purposes at that stage. Similarly, Supple- 
mentary Grants aggregating Rs. 66 crores were obtained during 
1957-58, representing 6-2 per cent of the original Voted Grants. Out 
■of the total gross savings of Rs. 218" 65 crores on voted grants, a 
sum of Rs. 176 crores was surrendered. 

7. Ten supplementary Grants aggregating Rs. 7,54,74,000 obtained 
during 1956-57 proved to be eventually unnecessary. Similarly in 
the year 1957-58, 9 supplementary Grants aggregating Rs. 14,61,07,000 
proved to be unnecessary. In both the years there were also cases 
where substantial portion of the supplementary grants or appropria- 
tions remained unutilised. 

There were also several cases of re-appropriation and modifications 
under individual sub-heads which turned out to be either excessive 
or unnecessary. All this indicates defective control over expendi- 
ture. 

8. The Committee have already made a number of recommenda- 
tions on estimates and financial control in their Eighth Report 

(Second Lok Sabha) and the Ministry of Finance (Department of Eco- 
nomic Affairs) have issued comprehensive instructions in their 
O.M. No. F. 9(5)-E(Coord) /58, dated the 18th August, 1958, enhancing 
the financial powers of the administrative Ministries and remodel- 
ling the administrative processes relating to the preparation of 
budget and supplementary estimates and the financial approval to 
-new schemes. The impact of these instructions can only be known 
when the accounts for the year 1959-60 are taken up by the Com- 
mittee for examination. 
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9. The Comptroller and Auditor General has observed in his. 
Report (1959) on the Accounts for 1957-58 that the utilisation of the 
appropriations by itself is no index of the wisdom of the expenditure 
incurred. He has added that there had been cases in which projects 
and programmes once accepted were continued even when it became 
evident that their initial planning and location were faulty and that 
they would fail to fulfil largely the purposes for which they were 
undertaken. The Committee are inclined to endorse the above 
observations . In this connection they would draw attention to the 
Silver Refinery Project (paras 35-36), Pilot Plant for production of 
different types of paper* 1 Establishment of a shoto-roora-cum- 
Trade Centre in Geneva (paras 13 — 16), and ** Acquisition of 
premises for the Tourist Office in Paris. Another aspect of injudi- 
cious spending referred to by the Comptroller and Auditor General 
was the rush of expenditure in March to avoid lapse of funds. The 
Committee attach great importance to the even flow of expenditure 
during the year as haste results in waste. 

10. It has been observed by the Comptroller and Auditor General 
that the first canon of financial propriety , viz. that those in control 
of public expenditure should exercise the same care and prudence 
as they do in regard to their personal expenditure was not “infre- 
quently disregarded” Considerable economies , more particularly in 
the major projects, can be effected if this salutary principle is 
scrupulously observed. The Committee trust that Government will 
bestow thought on these observations. 

11. The Committee will now refer to some of the specific cases of 
over-budgeting and laxity of control over expenditure during the 
years under report as disclosed in the respective Audit Reports. 

(a) Ministry of Community Development 

Appropriation Accounts (Civil), 1957-58, Vol. Ill, Grant No. 105 — 
Capital Outlay of the Ministry of Community Development . 

Out of a total provision of Rs. 1,67,49,000 under this Grant there 
was a saving of Rs. 1,02,06,314, viz. 60:9 per cent. 

The Committee were informed that the estimates proved wrong 
due to non-arrival of equipments from the U.S.A. under the T.G.M; 
agreements and over-estimating of their costs in the first instance on 
the advice of foreign experts. 

*See paras relating to the Ministry of Food & Agriculture (Deptt. of Agriculture) in 
Volume II of this Report. 

**See paras reliting to the Ministry of Transport & Communications (Deptt. of' 
Transport) in Volume II of the Report. 
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(b) Ministry of External Affairs 

Appropriation Accounts (Civil), 1956-57, Vol. VI, Grant No. 22 — 

Tribal Areas. 

Out of the final provision of Rs. 6,66,08,000 under this Grant, 
there was a saving of Rs. 1,96,94,767, viz., 30 per cent. 

The Committee were informed that there had been a considerable 
improvement in budgeting in 1958-59. But certain difficulties still 
remained to be removed. The non-receipt of debits from the Ministry 
of Defence, who did the work, was the main difficulty. The Com- 
mittee desire that the Ministry of External Affairs should in consul- 
tation with the Ministry of Defence and Audit evolve a suitable pro- 
cedure to ensure that the debits in respect of supplies and services 
are adjusted in the accounts without delay. 

(c) Ministry of Food & Agriculture 
(Department of Agriculture) 

Appropriation Accounts (Civil), 1956-57, Vol. VII, Grant No. 44 — 

Agriculture, page 48. 

Out of a provision of Rs. 16,38,62,000 under this Grant, there was 
a saving of Rs. 673,25,185 as the large provisions for Grants to State 
Governments for Grow More Food and other agricultural schemes 
remained unutilised. 

The Committee were informed that in regard to several of the 
schemes, there had been a delay in starting the work as provision 
was made on the basis of the Five Year Plan without any regard to 
the capacity of the States concerned to implement the project. At 
the same time, due to the reorganisation of States during this year a 
number of States could not utilise the amount that was provided for 
in the budget. The Committee desire that Government should ensure 
that in future provision in the budget is made for sanctioned schemes 
with due regard to the capacity of the States concerned for imple- 
menting the projects. 

(d) Appropriation Accounts (Civil) , 1957-58, Vol. VII — Grant 

No. 45 — Civil Veterinary Services. 

• Out of a provision of Rs. 1,44,35,000 under this Grant, there was 
a saving of Rs. 57,59,282. Provision for grants to States under group- 
head C remained largely unutilised. 

The Committee enquired about the progress made in the rinder- 
pest scheme. . They were informed that the scheme had been success-? 
ful although the entire country had not yet been covered. The non- 
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utilisation of grants was due to non-availability of equipment andl 
trained personnel in the States and the late starting of the scheme. 

(e) Ministry of Health 

Appropriation Accounts (Civil), 1956-57 and 1957-58, Vol VIII. 

The Committee noticed large savings under the heads “Medical 
Services”, “Public Health” and “Capital outlay of the Ministry of 
Health” during 1956-57. They were informed that there was in the- 
first instance considerable delay at the Centre in settling the pattern 
of assistance to State Governments for executing the Centrally- 
sponsored schemes. And, in some cases, where the pattern of assist- 
ance was communicated to the State Governments, the latter took a- 
long time to submit their schemes. The Committee feel that such- 
delays should be avoided in future. 

(f) Ministry of Home Affairs 

Appropriation Accounts (Civil), 1956-57 and 1957-58, Vol. IX. 

The Committee noticed savings under the following Grants during; 
the year 1956-57, the percentage of savings ranging from 12.5 to 52r 

51 — Ministry of Home Affairs. 

57 — Andamans and Nicobar Islands. 

62 — Miscellaneous Departments and Expenditure under the 
Ministry of Home Affairs. 

131 — Capital Outlay of the Ministry of Home Affairs. 

In the following year also, the same Grants resulted in large 
savings which ranged from 12.9 to 73.7 per cent. 

During the year 1956-57, there was also a saving of Rs. 76.25 lakhs 
under Grant No. 58 — Kutch against the total provision of Rs. 1.48 
crores. The Committee were informed that the transfer of Kutch to 
Bombay State on 1st November, 1956 under the States Re-organisa- 
tion Act accounted for the shortfall, as the funds had been provided 
for the full year. 

Regarding the savings of Rs. 2- 18 crores out of the budgeted 
amount of Rs. 5*24 crores under Grant No. 62 — Miscellaneous Depart- 
ments and expenditure under the Ministry of Home Affairs, in the 
year 1956-57, the Committee were informed that the grant had been 
sanctioned for the purposes of grants-in-aid to State Governments 
for statistical work, social and moral hygiene and after-care services 
and welfare of backward classes. But the scheme for statistical 
purposes could not be implemented by the States due to shortage of 
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qualified personnel, time taken for recruitment of staff and setting 
up of the statistical agencies and post-budget modifications of the 
scheme. Provision of such a large sum for a scheme without ascer- 
taining whether it could he successfully implemented during the 
budget-year was prima facie wrong. There was also considerable 
dislocation in the work to be done for backward classes due to re- 
organisation of States. 

(g) Ministry of Labour and Employment 

Appropriation Accounts (Civil) , 1956-57, Vol. XIII — Grant No. 71 — 

Chief Inspector of Mines. 

There was a saving of Rs. 11,98,906 out of a total provision of 
Rs. 24,40,000 under this grant, viz. 49 per cent. 

Explaining the reasons for savings, the Secretary of the Ministry 
stated that in spite of repeated advertisements, Government could 
not get the requisite technical personnel. With the improvement in 
the pay scales agreed to by Government, it was hoped that vacancies 
would be filled up. The Committee enquired why the Ministry could 
not train some personnel at their own expense. It was stated in 
evidence that training facilities were being increased, but the course 
of training being very lengthy, the suggestion would not provide an 
immediate solution to the problem. The Committee are surprised 
that in spite of such uncertainties of which the Ministry were fully 
aware, provision was made so liberally. 

(h) Ministry of Scientific Research and Cultural Affairs 

Appropriation Accounts (Civil) , 1956-57, Vol. V. and 1957-58, Vol. XV. 

The Committee noticed large savings under the heads “Botanical 
Survey” and “Zoological Survey” being 36% and 61% of the respec- 
tive final grants during the year 1956-57 and 35% and 49% of the 
final grants during the year 1957-58. 

The savings were explained as due to delay in taking up the 
projects. It was added that at the time of framing the budget for 
these projects only the outline of the plan had been approved by the 
Planning Commission. 

In such cases, the proper course for the Ministry was either to 
make a ‘ token * provision in the budget or approach Parliament later 
for funds when the schemes had been worked out in detail. 
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IMPORTANT OBSERVATIONS ON INDIVIDUAL MINISTRIES 

12. In the following paragraphs, the Committee refer to some of 
the important points that they considered in the course of examina- 
tion of the Accounts relating to various Ministries. 

Ministry of Commerce and Industry 

Audit Report (Civil ) , 1958 — Part I 

Heavy expenditure on the establishment of a show~room-cum-trade 
centre abroad, Para 19, pages 18-19. 

13. To promote export trade, Government participated in a Fair 
held during September, 1954 in Geneva at which Indian goods worth 
nearly Rs. 3 lakhs were exhibited. As the exhibition evoked consi- 
derable interest, a foreign national who happened to be an employee 
of the A.I.I., a Government corporation in India and had obtained the 
necessary permission from the concerned authorities in Switzerland 
for engaging himself in trade was prevailed upon to organize in 
October, 1954 a firm for the display and sale of goods worth Rs. 74,000 
left over from the Fair, pending the setting up by Government of a 
permanent show-room-cum-sale centre. Ultimately, the firm took 
over goods worth only Rs. 34,000. At this stage no formal agreement 
was concluded with the firm but certain terms and conditions were 
informally discussed and taken as agreed upon by the Ministry. 

Subsequently in March, 1955, the firm was paid a sum of Rs. 19,500 
to cover a part of the initial expenses incurred by it in organising the 
temporary show-room. 

• As the firm had been set up to organise business exclusively in 
Indian products and as other local firms engaged in selling Indian 
goods were considered unsuitable, it was understood that the firm 
would conduct wholesale trade in Indian goods supplied through 
Government and Government Undertakings and also be free to 
engage itself in retail trade. 

Xbo premises for the permanent show-room-cum-sale centre were 
qpqyirjed. in February, 1955 on lease for a monthly rent of Rs. 1,850 
for 4i yeafs; in addition, an amount of Rs. 2,17,865 had to be paid as 
goodwill money to the former occupant for transfer of the lease 
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rights. The ground floor of the building was used as a show-room 
and a portion of the first floor was made available to the firm for the 
selling business in pursuance of the understanding given to it. The 
firm was required to make purchases on a cash or on consignment 
basis from the show-room and a depot in the free port area which 
had been set up by Government for the storage of unused exhibits. 

Formal agreement was entered into with the firm only in March, 
1957. The expenditure incurred by Government upto 31st March, 
1957, was Rs. 6,69,365, comprising Rs. 2,17,865 on goodwill money, 
Rs. 1,35,000 on equipment, renovation and furnishings, Rs. 1,01,000 on 
publicity and advertisement, Rs. 1,96,000 on establishment, rent, 
local taxes and contingent expenditure and Rs. 19,500 on the pay- 
ment to the firm mentioned above. Against goods worth Rs. 3,07,000 
received at the Centre (including some fresh consignments from 
India) , the sales effected were only worth Rs. 94,300 (Rs. 41,800 in 
1955-56 and Rs. 52,500 in 1956-57). 

The agreement concluded with the firm in March, 1957 contained, 
among others, the following conditions: 

(i) The building together with all equipment and furnishing 

to be placed at the disposal of the foreign firm, as agent 
of Government, from 1st September, 1956 to 30th July, 
1959, for giving publicity, and for conducting wholesale 
and retail trade in Indian goods, rent and other taxes 
being payable by Government. 

(ii) Government to pay for publicity arrangements, an amount 

of not less than Rs. 32,600 for the year ending 31st 
August, 1957, and such further annual amounts as may 
be determined by Government on the results achieved 
in the first year. 

(iii) After the expiry of the current lease on the 30th July, 

1959, Government to transfer to the firm such occupancy 
rights as they may then have, subject to the provisions 
of the laws of the foreign country and the consent of the 
landlord being obtained. The firm will not pay any 
portion of the goodwill money already paid by Govern- 
ment but will pay for the stock in trade, furniture and 
other equipment. They will use the building exclusively 
for the display and sale of Indian goods. 

The rent payable by the firm for the period between February, 
1955 and September, 1956, amounting to nearly Rs. 37,000 has not been 
recovered so far from it. 

2080 (Ai) LS — 3. 
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14. In evidence, the Committee were informed that although it 
was difficult to assess the exact benefits accruing to India as a result 
of the opening of the show-room, yet Indian exports to Switzerland 
had risen from Rs. 70 lakhs in 1954 to Rs. 124 lakhs in 1957. It was, 
however, admitted that not all the increase in exports could be attri- 
buted to the opening of the show-room. In order to assess the bene- 
fits to the country by the opening of the show-room, the Committee 
desired to be furnished with a note indicating India’s exports to 
Switzerland from 1953-54 to 1*958-59; their break-up; especially of the 
goods exhibited in this show-room. But they regret to observe that 
this note is still awaited . 


15. In the course of their examination, the Committee were given 
to understand that the Indian Embassy did not approve of Geneva 
for the show-room and the Counsul General protested against the 
appointment of a new firm in preference to others already doing 
business in this line. The Secretary of the Ministry promised to look 
into this matter and inform the Committee. The information is still 
awaited. In these circumstances the Committee are led to the con- 
clusion that this experiment in export promotion involving such a 
heavy outlay was ill-conceived and did not serve the purpose in view. 
The Committee are not also very happy about the terms and condi- 
tions of transfer of the building to the firm . In their opinion the 
terms were heavily weighted in favour of the firm. As a Depart- 
mental Committee was examining the question of compensation pay- 
able by the firm for the transfer of the building to it, the Committee 
would prefer to defer their comments till the recommendations of 
the Departmental Committee and the decision of Government there- 
on are made available to them. 

16. As regards the godown at the free port of Geneva taken on a 
rent of Sw. Fr. 700 p.m. from 26th September, 1955 in view of the 
contemplated wholesale trade through the firm, the Committee re- 
gret to observe that it had not been put to full use so far although 
considerable expenditure had been incurred on its renovation and 
providing heating arrangements. The entire expenditure incurred on 
the godown so far has thus been infructuous. Here again, the Com- 
mittee learnt that the Indian Embassy in Switzerland was not in 
favour of Government retaining tliis godown. The matter was report- 
ed to be under active consideration by Government. The Committee 
suggest that the Ministry might examine the feasibility of using this 
godown as a central place for stocking goods intended for display at 
various exhibitions in Europe or America. This will save Govern- 
ment, expenditure on transport of exhibits. 
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Audit Report (Civil), 1959 — Part 1 

Khadi and Village Industries Board/ Commission, Arrangements for 
running a sales emporium — Para 22-A, page 20. 

17. An Industrial Advisory Board set up by Government in Feb- 
ruary, 1953, opened in July, 1954, a Sales Emporium at its headquar- 
ters, the management of which was entrusted to a registered Associa- 
tion, already engaged in similar trading operations of its own, at a 
net remuneration of Rs. 1,000 per mensem. Such emporia at Delhi, 
Calcutta, Madras and Bangalore were, however, being run depart- 
mentally. 

In defence of the above arrangement at Bombay, the Committee 
were informed in evidence that there was no such Association at the 
other places and the arrangement in force was the best suited for 
Bombay. The Khadi Commission which has taken over the work 
from the Board has since executed a revised agreement with the 
Association, on 23-6-59 according to which the Association has agreed 
to associate two representatives of the Commission with the manage- 
ment of the Emporium. The Committee understand that the Associa- 
tion is also running an independent- business of its own and trust that 
the representatives of the Commission on the Board of the Emporium 
will ensure that the Commission’s interests are fully safeguarded. 

The losses in running the various emporia caused the Committee 
some concern. They feel that the Commission should reduce expen- 
diture on the staff and push up the sales in order to reduce the losses. 
They desire to be informed of the various steps taken by the Com- 
mission to cut down the losses. 

18. Referring to the increase in the price and sale of Khadi, the 
Committee desired to know how far it had resulted in increased wages 
to spinners and employment of more people. The Chairman of the 
Khadi Commission agreed to send a note about the ratio of expendi- 
ture on administration as compared to the amount paid to the spin- 
ners of Khadi and whether with the rise in the price and sale of 
Khadi, wages of spinners and their number had risen correspond- 
ingly. The note is still awaited. 

Loans for the development of traditional khadi — Para 22-B, page 20. 

19. The Khadi Board was allotted funds aggregating Rs. 5,52,94,000 
during the years 1953 to 1957 for granting loans, repayable within 
one year (and interest free from 1st April, 1955) to various private 
institutions engaged in the development of khadi. The total net 
amount of loans advanced to various institutions as on 31st March, 
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1957, was about Rs. 4- 83 crores. Receipt of audited . statements of 
accounts and utilisation certificates, as prescribed by Government, 
was awaited from a large number of loanee institutions. Formal loan 
agreements with a number of such institutions were still to be 
executed. 

In evidence, the Committee were informed that Government had 
decided the rate of interest to be charged for advances to the Com- 
mission. Out of the advance of Rs. 4" 83 crores, loan deeds for Rs. 3‘ 13 
lakhs had been executed by the institutions. The ^Chairman, Khadi 
Commission, admitted that for lack of proper planning on the part 
of the loanee institutions, the advances could not be utilised by them 
within the stipulated time. As for receipt of utilisation certificates, 
he observed that the bottleneck was in regard to loans through the 
State Boards. 

The Committee of 1958-59 had also expressed concern at the un- 
satisfactory state of affairs prevailing before the Commission was set 
up in 1957. The irregularities referred to in para 22-C of the Audit 
Report, 1959 indicate that the position had not improved since. It 
might perhaps he too early to evaluate the progress of the Commis- 
sion. The Committee , however, would like to point out that if 
the funds earmarked in pursuance of the policy of development of 
traditional khadi are to he well-spent, the financial procedure to be 
followed by the Commission needs tightening up. The Committee 
trust that the Commission will address itself to this matter. It is the 
responsibility of Government ( who are accountable to Parliament ) 
to assist and clothe the Commission, if necessary, with greater 
powers for dealing with Statutory State Boards. 

Grant No. 2 — Industries 

(i) Development of Handloom Industry, page 17, Note 10(3) Group 
head A-2 (1956-57 Accounts, Vol. II) and. 

(ii) Silk Industries, page 17, Note 8, sub-head A. 1(4) (1957-58 

Accounts, Vol. II). 

20. The certificates of utilisation of the grants-in-aid paid for the 
years 1954-55 to 1957-58 in the former case and for the years 1955-56 
to 1957-58 in the latter case had not been furnished to Audit 

In evidence, the Committee were informed that in order to ensure 
that the grants-in-aid were utilised economically and for the intended 
purposes by the States and other bodies, a procedure was being 
devised in consultation with the representatives of the States, 
Ministry of Finance and Comptroller and Auditor General. It (t 
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needless to point out that more expeditious action is necessary as the 
grants paid in some cases were five years old. 

Coir Board Administration 

Appropriation Accounts 1956-57 — Vol. 11 

Measures for promoting sale and increasing consumption of coir and 
coir products in India , page 20, note 21 (ii) (a) — (d). 

21. At the Industries Fair Exhibition in Delhi, a stall was cons- 
tructed at a cost ol Rs. 10,500 and a further expenditure of 
Rs. 4,452-8-0 was incurred on its decoration, etc. for displaying coir 
products in India. The strudure was dismantled after the Fair and 
disposed of through Government auctioneers in March, 1956 for 
Rs. 50 only. A sum of Rs. 40 after deduction of commission of 
Rs. 10 was realised from the auctioneers after a long delay. 

A sum of Rs. 1,500 was advanced by a Government Department on 
behalf of the Coir Board wUhout security to a Guide on 8-11-1955 
for the purchase of iron stands for the display of coir mats. Two iron 
stands were supplied by him in June, 1956, six months after the 
close of the Fair. The Committee were informed that the stands 
were actually made use of elsewhere. 

The Coir Board incurred an expenditure of about Rs. 15,000/- on 
the printing of a brochure in connection with the Fair -through a 
private printer without inviting competitive tenders. It was stated 
that before accepting the ratns offered by the selected printer, quota- 
tions were invited from different printers and the lowest of the rates 
was alone allowed. An expenditure of Rs. 559 was incurred towards 
the printing of an erratum of a single figure in that brochure. Ob- 
viously the error could have been corrected by using a rubber 
stamp. 

The Committee felt that the above irregularities indicated that 
the working of the Board was not quite satisfactory. The Secretary, 
Ministry of Commerce and Industry agreed to look into them and 
devise suitable remedial measures. The Committee would like to be 
apprised of the results of the enquiry and the remedial measures 
taken. 

Loss and infructuous expenditure due to delay in the disposal of exhi- 
bits, Grants No. 4, 1957-58 Accounts , Vol. II, Page 70, note 3. 

22. Seven boxes of handicraft goods worth about Rs. 20,890 sent to 
an Indian Mission in February, 1954, for sale in an exhibition abroad 
were not cleared from the docks as they were received too late to be 
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exhibited, but were kept under customs bond in a warehouse The 
freight charges (including packing ' tc.) amounted to Rs. 1,760. A 
portion of the goods worth Rs. 1,164 was sold to a private dealer on 
29-8-1955 at a discount of lQ ( /c, but a decision regarding the disposal 
of the balance was taken only in October, 1956 i e ., after about 21 
years. The goods were thereaft r cleared, on payment of customs 
duty amounting to Rs. 1,440 and allowed to be sold at prices up to 
50 f < bel w the r or ginal value in view of their deteriorated condi- 
tion. Apart from this loss, which could not be worked out due to 
non-finalisation of accounts by the Mission (d spite repeated re- 
quests) an expenditure of about Rs. 5,600 on rent and insurance of 
the goods hud been incurred during their storage in the customs 
warehouse. 

The Committee would like to be furnished with a note stating 
the reasons for (a) not taking the delivery of goods and keeping 
them in the warehouse; (b) inordinate delao in taking a decision 
regard ng disposal of the goods and (e) wh ther the accounts have 
since been finalised and if so, the total loss involiwd in this case . 

Fees for deposits and registration of trade marks , Grant No. 5, 1957-58 
Accounts, Vol. II, page 79, nole 5 — Group-head A. 2 — Registrar of 
Trade Marks. 

23. The rec ipts on account of fees for Deposits and Registration 
of Trade Marks realised during the year amounted to Rs. 4,96,993 
against which the total expenditure under Group-head A. 2 was 
Rs. 8,40,523. In this connection the Committee woidd invite the 
Ministry's attention to th ir note (Appendix LXXVI, Volume II, 
Seventh Report , Second Lok Sabha) wherem it was inter alia stated 
tha f it was proposed to amalgamate the Trade Marks Registry and 
the Patent Office and would like to know whether this has since been 
done. 


Nahan Foundary Limited 

Loans and Advances — Para 50 of Audit Report, 1958 — page 53. 

24. A loan of Rs. 4 lakhs was advanced by the Government in 
July /November, 1952 for which the Foundry was to issue debenture 
stock carrying interest at the rate of 41 per cent per annum in favour 
of the President. It was, however, decided in August, 1957, to treat 
this amount as a repayable loan. A further loan of Rs. 3' 5 lakhs 
was taken from the Government in July, 1953 to meet the working 
expenses. The Foundry had since suggested to Government that the 
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loan of Rs. 7-5 lakhs be converted into share capital, as such conver- 
sion would save the Foundry from paying the interest charges there- 
on and enable it to show better working results. 

The Committee felt that there was already over-capitalisation in 
the accounts of the Foundry. In this connection they referred to 
their earlier recommendation in para 33 of their 18th Report (Second 
Lok Sabha) that the capital structure of the Foundry needed recons- 
truction by suitably writing down the value of the assets. In these 
circumstances, the Committee consider that further capitalisation 
would not he prudent. They would like to he informed of the final 
decision in the matter. 

Goods on consignment lying unsold for a long time — Para 54 of Audit 

Report, 1959 — page 52. 

25. Goods valuing Rs. 24,020 sent to various departments of State 
Governments and to certain agents on consignment basis remained 
unsold on 31st March, 1957. Out of thes'', goods worth Rs. 19,610 for 
which even the certificates of balances had not been obtained, had 
been lying with the consignees since 15th March, 1952 onwards. It 
was reported to Audit on 8th May, 1959 that steps were being taken 
to take back the goods or to recover their cost from the parties con- 
cerned. 

The Committee are concerned that the large quantities of goods 
are with the consignees for such a long time. They desire that the 
Foundry should take action either to get hack the goods or to recover 
their cost from the parties concerned without any more loss of time. 
Such accumulation of goods for a long time with consignees without 
prompt settlement will not only result in locking up of funds but 
lead to loss by the deterioration of stores. 

Large outstandings under loans and advances — Para 54 of Audit Re- 
port, 1959, page 52. 

26. A sum of Rs. 65,031 due to the Foundry from a Co-operative 
Organisation in Uttar Pradesh on account of goods supplied to it 
about two or three years ago, had not been paid in spite of instruc- 
tions issued to the Organisation by the Uttar Pradesh Government. 
Further, for debts amounting to Rs. 5,47,201 due from private parties, 
arbitration awards for Rs. 1,02,976 had been obtained by the Foundry 
and filed with the concerned Courts for obtaining decrees but only 
a sum of Rs. 4,855 had been recovered till March, 1958. A provision 
of Rs. 5,000 on account of bad and doubtful debts had been made in 
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the accounts for 1957-58 making a total provision of Rs. 36,150 upto 
that date. 

The Committee were informed that a large portion of these 
outstandings was recoverable from th r ' persons to whom the crushers 
had been given on hire. Most of these outstandings had since been 
realised and the balance outstanding was Rs. 2" 77 lakhs. A sum of 
Rs. 21000 had also been collected from the Co-op rative Organisa- 
tion and the Foundry wa§ hopeful of realising the balance also. As 
for dues amounting to Rs. 7,000/- from persons now living in Paki- 
stan, it was admitted that a part thereof might have to be written 
off. 


The Committee trust that effective steps will be tak."n by the 
Foundry to bring down the outstandings. They would also suggest 
that the Foundry should make a realistic assessment of its outstand- 
ings with a vieio to writing off the irrecoverable debts so as to present 
a true statement of accounts. 

Sindri Fertilisers and Chemicals (P) Ltd. 

Rated capacity not achieved according to the original estimates — 
para 51 of Audit Report , 1958 — page 53. 

27. The factory was designed to have a rated capacity of 960 tons 
of Ammonium Sulphate per day with the us • of seven compressors, 
with an additional one as a standby. The original cost of the plant 
and machinery was Rs. 12,04,11,500. A further sum of Rs. 25 lakhs 
was spent on certain modifications of the plant to correct imbalance 
in production. Despite the additional expenditure end the use of all 
the 8 compressors, the daily outturn of the factory was only 906 tons 
against the rated capacity of 960 tons. An additional expenditure of 
Rs. 50 lakhs was sanctioned in March, 1955 for the installation of a 
ninth compressor and certain other improvements to achieve a rated 
capacity of one thousand tons per day. The ninth compressor has 
been commissioned since August, 1956. The total expenditure in- 
curred on the modifications of the plont upto the end of February, 
• 1959 amounted to Rs. 51,29,607. Some of the modifications were, 
however, still stated to be under way. Though an average daily out- 
turn of 910 tons was achieved in 1957-58, the daily average production 
had gone down to 904 tons in 1958-59. 

It was urged before the Committee that considerable time was 
taken in the beginning to overcome certain operational difficulties in 
the grinding section of the Gypsum plant and in the filtration of the 
Sulphate and Ammonia Plants. The time during which the machine 
.had to be kept idle for the purpose of servicing was in practice more 
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than allowed for. The factory had not been able to get good quality 
Gypsum (90 to 92 c 7< pure) and coke of the quality the plant was 
designed to use. 

28. The representative of the Ministry, however, could not give 
any satisfactory reply as to why there was the decrease in production 
of ammonium sulphate from 1957-58 onwards and why there was a 
variation in its monthly production. At the instance of the Commit- 
tee, the Ministrv furnished to them a note in this regard. (Appendix 
IT). 

While the Committee appreciate the difficulties faced by the 
factory in the initial stages, they are disappointed to see that even 
after installation of the ninth compressor the production has not in- 
creased. They are concerned over the setback in production since 
1957-58. They , therefore, urge that effective measures be taken to 
step up production with a view to early achievement of the rated 
capacity. 

Extra expenditure incurred in the construction of electric repair and 
instrument shop ’ building — para 51 of Audit Report , 1958, pages 
54-55. 

29. The Company decided on the 18th November, 1953, to cons- 
truct a two-storeyed building at an estimated cost of Rs. 1,90,000 for 
locating the Electrical Repair and Instrument Shops in the ground 
and first floor respectively and tenders for its construction were in- 
vited on the 5th November, 1953 in anticipation of the Managing 
Director’s sanction, which was obtained on the 7th January, 1954. 
It was, however, decided on the 11th February, 1954 not to locate the 
Instrument Shop in the first floor on the ground that delicate instru- 
ments should be kept away from the vibrations of a regular Work- 
shop. Accordingly, the ground floor only was built to house the 
Repair Shop. Again, on the 24th February, 1955 it was decided to 
add the first floor for the Instrument Shop, and also to make provi- 
sion for housing the drawing office, photostat room, record room, etc. 
The construction of building in two stages resulted in an extra ex- 
penditure of Rs. 31,000. It was urged in extenuation that the changes 
In the decisions for the location of the Electrical Repairs and Instru- 
ments Shops were the result of divergent technical advice. The Com- 
mittee trust that such cases will not recur . 

Extra expenditure on the purchase of coal for the Coke Ovens — para 

53 (i) of Audit Report , 1959 — pages 49-50. 

30. The Coke Ovens at Sindri consume annually about 3*85 lakh 
tons of selected ‘A’ grade and selected ‘B* grade of coal obtaining 
from nearby collieries. 

3080 (Aii) LS — 4. 
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Upto March, 1957, the tender notices and the purchase orders pro- 
vided that payments for the supplies would be made on the results 
of quality analyses carried out by the Company with regard to ash 
and moisture content. 

All but two of the collieries accepted payment on the basis of the 
analysis reports of the Company. These two collieries refused to 
accept payment according to this formula on the ground that the 
quality of coal actually supplied by them conformed, according to 
their information, to the specifications of selected ‘A’ Grade as laid 
down by the Company, and that under the Colliery Control Order they 
were entitled to receive the full controlled rates of coal mined at their 
collieries without any abatement. They also threatened to suspend 
despatches if payment was not made according to the invoiced price 
based on the Colliery Control Order. The Company conc r ded on 2nd 
August, 1955 the claims of these two collieries with retrospective 
effect from December, 1954 (when the colli ries started supplying 
coal to the Company) though the results of the quality analysis, 
carried out by the Company, indicated that the supplies made were 
of a grade lower than invoiced for. No reference was made on this 
point of dispute to the Coal Commissioner. 

According to bulletin No. 17, dated February, 1954 issued by the 
Coal Commissioner, irrespective of the grading given to a colliery by 
the Coal Commissioner, it was the actual quality of coal despatch'd 
that should matter; if a colliery graded as selected ‘A’ despatched 
coal to a consumer who found on analysis that it was really Grade 
‘B’ coal, the consumer would be justified and within the law if he 
paid the price for Grade ‘B’ coal only. The above bulletin also con- 
ceded that a contract stipulation that the consumer would get the 
coal analysed in such manner as might be agreed upon and pay the 
price according to the grade in which the coal was found on analysis 
to fall, would be a fully legal condition. 

Disregarding the provisions of Bulletin No. 17 the Company order- 
ed in May, 1957 that the payment to all the coal suppliers would be 
made on the Coal Controller’s* grading. Thus, the purchase orders 
issued from the beginning of the financial year 1957-58 did not con- 
tain any stipulation to the effect that payment would be on the re- 
sults of analysis. 

A test audit of the accounts of the coal purchases made by the 
Company for its Coke Ovens for two months in 1957-58 revealed 
excess payments to the extent of Rs. 47,300 and Rs. 57,300 respectively 

♦From February, 1056 a Coal Board u idc- the Chairm ’-shif of a Col Controller 
w s made -esnonsible for grading the collieries. This function was hitherto excrcisabte 
by the Coal Commissioner. 
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to the various collieries for the supplies of lower grade of coal, as 
calculated from the results of analyses made by the Company. 

31. It was conceded before the Committee that there was an omis- 
sion on the part of the Company in not taking up the matter with 
the Coal Commissioner or later with the Coal Controller. It was, 
however, urged in extenuation that faced with the threat of stoppage 
of supplies of coal, the Company had no choice left at that juncture. 

The Committre could, however, find no justification as to why the 
Company omitted from the purchase orders issued from the begin- 
ning of the financial year 1957-58 the stipulation to the effect that 
payment would be made on the basis of the results of the analysis 
carried out by the Company, when the Company was within its rights 
to make such a provision in accordance with the Coal Commissioner’s 
bulletin No. 17 referred to above. They w re informed that the 
matter was now proposed to be discussed with the Coal Controller 
and the suppliers of the coal so as to arrive at a satisfactory arrange- 
ment. They woxdd like to he informed about the final settlement 
reached in this matter. 

Shortage oj coke— -para 53 (ii) of Audit Report, 1959 —page 50— 

32. The stock of coke produced at the Coke Oven plant shewed 
shortages (representing the difference between the tonnage of coke as 
per book balance and tonnage as per ground balance) valued at 
Rs. 3-4 lakhs every year during the three years ending 1956-57. The 
percentage of shortage varied from 4.65 to 3.47. In 1953-54 when 
coke was obtained from outside sources, the percentage was only 
,02. It was explained by the Management that the coke production 
figures were calculated by test weighing the daily production of 
ovens at specified intervals and so any error in the test weighment 
would result in a faulty estimate of total annual production of all 
the ovens and that the correct weight could only be ascertained when 
a mechanical contrivance like a belt weigher was installed. 

The Committee understand that a belt weigher installed for the 
weighment of coal was not Workmg satisfactorily and, therefore, the 
question of installing the belt weigher for coke was still under con- 
sideration. 

The Committee need hardly emphasise the importance of accurai<i 
estimation of the production of the .factor?/ which is essential both for 
proper control over cost and prodtiction and avoidance of waste. They 
trust that a satisfactory arrangement will be made expeditiously so 
as to avoid such shortages and their effects on production costs. . 
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Payment of heavy demurrage charges — para 53 (iii) of Audit Report, 
1959, page 51. 

33. Demurrage charges to the extent of Rs. 93,858 and Rs. 3,02,344 
were paid to the Railways during 1956-57 and 1957-58 respectively. 
The Company had explained to Audit that every effort was being 
made to avoid demurrage but it was not possible to eliminate such 
charges altogether when mechanical tipplers went out of commission. 
It has, however, been pointed out by Audit that the increase in 
demurrage charges was attributable to the unloading in single shift 
only on two days as against two shifts on other days in a week end 
delay in unloading because of shortage of accommodation for storage 
of unloaded goods. 

The Committee were informed that the large demurrage in 1957-515 
was occasioned by the decision to stock-pile gypsum in order to 
avoid a situation which arose in 1956 when the gypsum stocks were 
completely exhausted. At one stage the existing gypsum storage 
building was completely filled up and the material unloaded from th ; 
tippler had to be stored elsewhere or sent direct to the plant. A 
certain amount of demurrage was, therefore, inevitable. Further, a 
large number of wagons were also held up whenever the tippler went 
out of order. A second tippler had since been added and on account 
•f the increase in the intake of power house coal, the unloading 
arrangements have been put on a satisfactory basis. 


The Committee trust that the Company null ensure the unloading 
of wagons in time in future to avoid the payment of stich demurrage 

•barges. 

Methanol Plant at Sindri on-the-spot study-visit. 

34. During their on-the-spot study-visit to the Company during 
September, 1959, the Committee saw the Methanol plant at Sindri 
tying idle. This plant had been in operation at the well known 
factory of M|s B.A.S.F. at Oppau in Germany and was offered to 
India in 1951 as part of the German Reparations. Besides an ex- 
penditure of Rs. 7* 5 lakhs on transportation of the plant the Company 
lad spent so far Rs. 5- 6 lakhs approximately on its maintenance. A 
fire occurred in the plant which was lying in open causing a loss 
•f Rs. 1*17 lakhs. The replacement value at present day rates of 
the equipment damaged by fire was estimated to be about Rs. 10' 
lakhs. In reply to a question as to why the Company had not 
thought of utilising the plant so far, the Committee were informed 
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that advice had been sought from a German consultant firm — the 
•original makers of this plant — regarding its utilisation which was 
still awaited. 

The Committee are distressed to note that although about eight 
years have already elapsed, no decision has yet been taken regarding 
the utilisation or the disposal of this plant , resulting in avoidable 
expenditure on its care and maintenance besides loss arising from its 
wear and tear and loss of interest on capital unnecessarily locked up 
They trust that a decision will be taken without any further delay . 


Ministry of Finance 
(Department of Economic Affairs) 

Audit Report (Civil), 1959 — Part I 

Extra expenditure incurred due to delay in the erection and installa- 
tion of a silver refinery plant , para 20, pages 18-19. 

35. On 27th June, 1956, an agreement was entered into by Gov- 
ernment with a firm in India for the erection and installation of a 
silver refinery plant. The agreement provided for completion of 
the work within 14 months from the date of commencement of work 
ie., by the end of November, 1957. But it was completed only in 
December, 1958 and its trial testing was in progress in February, 
1959. Delay in the completion of work had resulted in an extra 
expenditure of Rs. 4,34,827 (February, 1959) which included an extra 
expenditure of Rs. 1,51,060 on the salaries, etc. of skilled personnel, 
which had not so far been regularised. 

During an on-the-spot study made by the Committee in Septem- 
ber, 1958, it was explained by the Master of the Project that the 
erection contract provided for the commencement of the erection 
work after the completion of the civil engineering works. Due to 
delay, however, it was decided to proceed with erection of the plant 
concurrently with the construction of civil works in expectation of 
their completion by a target date then given by the C.P.W.D. In 
evidence before the Committee, however, the representative of the 
CJP.W.D. denied that the delay in completion of Project was mainly 
due to delayed completion of civil works. In spite of the initial set- 
backs which were beyond the Department’s control, the building was 
completed on 31st July, 1956, i.e.. two months before the commence- 
ment of installation of the plan. Clarifying the position, the Minis- 
try's representative stated that the delays referred to in the Audit 
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Report related to later period in. the execution of some works 
which had been entrusted to an Indian firm and here there were 
delays, some unavoidable, on the part of the C.P.W.D. He cited 
the example ox the erection of water tower where the difficulties 
could not be foreseen by the C.P.W.D. 

The Committee find , however , that in spite oj all the delays refer- 
red to above , the c.vil works were all completed in July , 1957. Even 
thereafter it took 17 months to erect and initial the plant against the 
stipulated period of 14 months in the contract . The Committee were 
informed by the Master of the Project t that Government were consi- 
dering the question of fixing responsibility for the extra expenditure 
involved due to delays. They icould await the results of Govern- 
ment's examination of this matter . 

36. This refinery was intended to extract silver from the Quatern- 

ary Alloy Coins in order to enable Government to return to U.S.A. 
226 million ounces ot silver obtained from them under the Lend 
Lease Agreement. As the repayment fell due on 28th April, 1957 
and by that time the refinery was still in the process of erection, 
Government had discharged the bulk of this liability (122*2 million 
ounces) by handing over 245 million ounces in the Quaternary Alloy 
Coins. The purpose for which this project was conceived was not 
thus served by it. The Committee were informed that the extraction 
of silver from the remaining stocks of Quaternary Alloy Coins (255 
million ounces) would keep the refinery busy fox a period of five 
years only. The question regarding its alternative uses was under 
consideration. j 

The Committee understand that a proposal to convert it into a 
Copper Refinery is under examination. They would like to know the 
final decision of Government . 

Appropriation Accounts (Civil), 1957-58 VoZ. I — Grant No. 35 — Mint . 

Loss due to shortage of metal in a Mint , Note 6, pages 108-109. 

37. In October, 1954, on receipt of certain information, physical 
verification of the stock of nickle brass at Alipore Mint was conducted 
and 1,57,001 tolas of the metal worth Rs. 6,454 were found short. 
The loss was finally written off by Government in January, 1959, cn 
the ground that the responsibility for the shortage could not be 
squarely fixed on anyone. 

It was explained to the Committee that investigation was carried 
out by very senior officers. But it had not been possible to fix indi- 
vidual responsibility. Since stock had not been verified tor a very 
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long time, the possibility, that the shortage largely represented normal 
losses, could not be ruled out. Security measures had, however, been 
tightened up and the rules for checking cf stores were being finalised 
in consultation with Audit. The Committee trusit that the rules for 
stock-checking and the security procedure will be so framed as to 
enable the authorities concerned to detect losses at an ■ early stage and 
to fix responsibility therefor. 

Department of Revenue 
Audit Report (Civil) , 1958 — Part I 

Guarantees given by the Central Government, para 56, pages 76-77. 

38. The total amount covered by the guarantees given by Govern- 
ment (excluding commitments for dividend and interest) came to 
Rs. 1,61,14,02,198 of which Rs. 90,71,70,200 related to guarantees on 
behalf of private industrial units. According to Audit, as these 
guarantees constituted a contingent liability on the revenues of India, 
it was desirable, if not necessary, to keep Parliament informed of the 
nature and amount of the guarantees given. 

In evidence, the Secretary of the Ministry stated that Government 
were agreeable to place before Parliament a consolidated statement 
covering all such guarantees given in a particular year. The Com- 
mittee trust 'that this procedure will be implemented at an early 
date. 

Outstanding demands of income-tax revenue, para 57, pages 78-79. 

39. Outstanding arrears of income tax on 1.4.1959 stood at 
Rs. 293.71 crores against Rs. 287.32 crores on 1-4-1958. 

In evidence, the Committee were given to understand that effec- 
tive arrears of income tax were less than the figures given above. 
But the position in regard to the collection of arrears was not satis- 
factory as Government faced difficulties arising out of a large num- 
ber of writ petitions, alienation of their assets by the assessees and 
dependence cn Collectors in States who generally accorded priority 
to collection of State revenues. Government were thinking of fram- 
ing a Central Revenue Recovery Act and of empowering Income Tax 
officers to collect the arrears. 

The Committee desire that this matter should receive early consi- 
deration by Government in order thaA the rising trend of arrears is 
halted quickly. They would like to be informed about the measures 
introduced by Government to achieve that object. ■ > 
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Department of Expenditure 


Audit Report (Civil ) , 1958 — Part I 
Clearance of outstanding objections, para 59, pages 80-81. 

40. The total number of objections upto 31st March, 1957, out- 
standing in the books of the Audit offices and their money value 
were Rs. 1,33,483, and Rs. 78,87,10,150 respectively. 

In evidence, the Committee were aprised of the revised proce- 
dure which would bring about an improvement in the situation. 
In view of the assurance of the Ministry, they would like to watch 
the situation through future Audit Reports. 

Payment of advances by Government to Private Firms, Public 
Undertakings etc., para 46, Seventh Report (Seccmd Lok Sabha). 

41. While examining a case of drawal of money by an educational 
publishing house in advance of requirements, the Public Accounts 
Committee (1957-58) observed in para 46 of their Seventh Report 
(Second Lok Sabha) tiiat “with a view tc preventing recurrence of 
such cases involving advance payments to private firms, the Com- 
mittee would suggest that the agreement should invariably contain 
a penalty clause providing for payment of liquidated damages by 
the defaulting firm by way of interest on the money advanced to 
it.” 

Referring to the above observations of the Committee, the Minis- 
try of Finance (Defence) enquired wether it would be correct to 
presume that the above recommendation did not apply to Public 
Undertakings like H.A.L., B.E.L., I.A.C., A.I.I., etc. even though in 
the eyes of the law these undertakings were also private firms. 

At their instance, the Committee were furnished with instances of 
advance payments made by the Governemnt to the Public Under- 
takings referred to above. After examining the matter, the Com- 
mittee feel that the advance payments to these Public Undertakings 
are intended to cover work orders or for procurement of stores for 
services to be rendered and as such are distinguishable from the 
category referred to above.' The presumption of the Ministry of 
Finance (Defence) is, therefore, correct. 

The Committee, however, notice that the practice followed in the 
matter of receipt of advances by Government Undertakings does 
not seem to be uniform. For instance, the Hindustan Shipyard 
Limited, Vishakhapatnam, does not receive advance payment from 
the indentors for ships as the indentors object to advance payment 
on the plea that their funds are locked up necessarily— the Shipyard 
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not being able to deliver the ships within the stipulated period. The 
Shipyard has to find the necessary funds, by no means small, by 
borrowing from the State Bank of India. But in the case of the 
Hindustan Aircraft Limited, Air India International, etc., the Minis- 
try of Finance (Defence) seems to advance money at times in excess 
of requirements. The specific case the Committee have in mind is 
the reported payment of advance by Government to Messrs. Tata 
Incorporated, New York, agents of A.I.I. for the purchase and 
supply of spare parts for overhauling certain aircraft engines. 

According to the report furnished by the Ministry in February 
1959, against an advance j>f $1,75,000 paid in 1958 (in three instal- 
ments of $75,000, 50,000 and 50,000) , the Indian Embassy had received 
adjustment claims to the extent of $ 26,943:02 and adjustment claims 
of $78,556*68 sent by Messrs. Tata Incorporated were awaited by 
the Embassy. Thus, adjustment claims for about $70,000 were still 
awaited. It is obvious that advances (in hard currency) were 
sanctioned and paid to the company much in excess of its immediate 
actual requirements. 

The Committee feel that there should be uniformity in regard to 
this matter of payment of advances to Public Undertakings, Second- 
ly, when Government pay advances, they should see that such 
advances are restricted l to the amounts actually required immediately 
and that advances are settled by the recipients periodically ivithovt 
delay . 

Rehabilitation Finance Administration 

General Financial Review — para 49 of Audit Report , 1958 — pages 
49—52. 


42. The working of the Administration showed a profit of 
Rs. 77,286 during the year 1958 for the first time since its consti- 
tution in 1948. The net accumulated loss upto 31st December, 1958 
was Rs. 167*49 lakhs. 

The total amounts of debit balances against the loanees on 
account of principal and interest and the overdue amounts for the 
last three years were as follows: 

Calendar Amount outstanding (R^. in Ovciduc rirti r ts < P«. :r ’r 1 ) s) 

Year lakhs) 


Principal Interest Total Principal JntcuM Total 

9*05-73 1 >27* 67 10,33-40 3,36*47 94*99 4 j 5I*46 

8*34 55 1-31*97 ’ 9*66-52 [ 3,74 *7© * >06*17 4#0-S7 

7,4376 1,31*25 8;75-oi 4,03*24 1 ,12*06 5,15*30 
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1956 

1957 

1958 



The above figures disclosed that though the amounts of principal 
outstanding at the end of each year were gradually decreasing 
(since loans to West Pakistan refugees have been stopped and loans 
to East Pakistan refugees migrating after 31st March, 1958 were 
given only in exceptional cases), the overdue amounts of both 
principal and interest were on the increase. 

It was admitted in evidence that the overdue amount was 
increasing and it was partly due to the delay m the adjustment of 
the outstandings by setting off the amounts due to the loanees out 
of the “Compensation Poor*. The Committee were informed that a 
number of steps have been taken by the Administration to expedite 
the pace of recovery of dues including those which were overdue. 

The Committee would like to watch the progress through subse- 
quent Audit Repoi'ts. 

Inadequate scrutiny oj Essential Documents — para 49 of Audit 
Report, 1958, pages 50 — 52. 

43. In para 76 of their 18th Report (Second Lok Sabha) the 
Committee expressed concern at the unbusinesslike manner in 
which the Rehabilitation Finance Administration was conducting its 
affairs and suggested that Government should look into it before 
it became too late. During the year under Report also the Committee 
came across two cases which indicated that the Administration con- 
tinued to sanction loans without proper scrutiny of essential docu- 
ments. In one case the Administration granted a further loan of 
Rs. 12,000 despite the adverse report from the Secretary, Commerce 
& Industries Department, West Bengal (who was also a member of. 
the Rehabilitation Finance Administration and was asked to examine 
the affairs of the firm) and even when the firm had committed many 
irregularities in utilising the first loan. 

The Committee are more than disturbed at this state of affairs. 
The Government should look into these cases with a view to toning tip 
the Administration in order to obviate such occurrences . 

Ministry of Health 

Audit Report , 1958 

Absence of coordination in Building Project of the All India Institute 
of Medical Sciences , Para 30(D), pages 29-30. 

44 The main construction of the building of the Institute was 
scheduled for commencement in 1954-55 and for completion by 1958-59. 
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This programme could not, however, be adhered to; the Building 
‘Committee approved the plan in June, 1955 and consultants were 
appointed only in 1956. The construction of the residential quarters 
for the staff, students and nurses, however, proceeded more or less 
according to schedule. By June, 1958, out of 856 residential quar- 
ters available for occupation, 586 were surplus to requirements, 468 
quarters had been allotted to non-institute employees and 118 remain- 
ed vacant. 

According to Audit it was explained that the delay in completion 
•of the main building was due to the dual control of the architects 
and the C.P.W.D. on the execution of the Project. The Committee 
felt that , m a project of this magnitude , a phased and coordinated 
programme of construction of the main building and the residential 
colony was very essential which , unfortunately , was not drawn up. 
In evidence, it was urged before the Committee that the object was 
to provide residential accommodation to every member of the staff 
in the vicinity of the Institute, as and when he was appointed. If so, 
the Committee could noi understand why the construction of resi- 
dential quarters outstripped the requirements therefor. They in- 
quired what steps were taken by the Ministry to ensure balanced 
progress of construction of the various buildings when the consruc- 
tion of the main building was subjected to heavy delays. There was 
no satisfactory answer to this. 

45. The Committee understand from Audit that the loss to Gov- 
ernment on account of rent etc. of vacant residential buildings could 
not be ascertained as the records showing the actual date of handing 
over of these buildings were not available with the Institute or the 
Central Public Works Department. The Committee desire that the 
records should be traced and the amount of loss sustained by the 
Institute calculated and intimated to them . 

Property not handed over to the Institute — para 30 (E), page 30. 

46. Buildings constructed by Government for the Institute at a 
cost of about Rs. 1,27 lakhs were not formally transferred to it even 
though it became a body corporate on 15th November, 1956. All the 
buildings, however, were being utilised by the Institute and treated m 
the property of the Institute with the exception of 142 buildings 
worh about Rs. 12 lakhs in respect of which Government passed ordens 
that they would be treated as Government property until they were 
handed over to the Institute. 

In evidence, the Committee enquired whether all the buildings con- 
structed by Government for the Institute had since been handed over 
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to the Institute. The Secretary, Ministry of Health gave a figure 
which differed widely from the detailed information furnished by the 
Ministry at the instance of the Committee. The Committee regret 
that the witness had not come fully prepared . 

Audit Report } 1959 

Infructnous expenditure on hire of trucks — Para 28, pages 26-27. 

47. A Department of the erstwhile Delhi State Government pur- 
chased two truck chassis at Rs. 14,250 each in March, 1954 through 
the Central Purchase Organisation to be used for the removal of 
refuse etc. from the colonies of Displaced Persons in Delhi. The 
construction of the truck bodies (estimated to cost Rs. 2,836 each) 
was entrusted to the above Organisation in August, 1954 but the work 
was completed only in February, 1956. The delay was stated to be 
due to non-fulfilment of certain formalities which had to be observed 
by the Central Purchase Organisation. 

Meanwhile the Department incurred an expenditure of Rs. 12,045 
on hire charges of two scavenging trucks at the rate of Rs. 900 p.m. 
each (excluding petrol) for the periods 1st February, 1955 to 31st 
May, 1955 and 26th April, 1955 to 18th February, 1956. 

Further, although the Department was aware as early as in June, 
1955 that it would require only one truck, no action was taken to 
counter-mand the order for the second truck body with the result 
that one completed truck remained idle till June, 1958, when it was 
made over to the Delhi Municipal Corporation for Rs. 12,377. The 
loss to the Department on this sale was Rs. 6,759. 

48. In evidence, the Secretary, Ministry of Health, stated that this 
case occurred when Delhi was a Part ‘C’ State having a separate 
Government responsible to a duly-constituted Legislature of its own. 

49. The Committee, however, find that bulk of the avoidable ex- 
penditure in the present case was due to delay in the completion of 
certain formalities by the Central Pui’chase Organisation which was 
responsible for having the truck bodies built. They understand from 
Audit that the formalities which were required to be completed were 
that the chassis were to be handed over by the Central Purchase 
Organisation to body-builders only on their signing an indemnity 
bond with a trust clause as advised by the Ministry of Law and that 
this had to be examined and sanction of competent authorities ob- 
tained before taking the final decision to place the order. 

50. The Committee are astonished to find that a job like the con- 
struction of two truck bodies which would not take a private truck: 
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owner more than a few weeks should have taken the Central Purchase 
Organisation a period exceeding a year and a half . Even after making 
due allowance for the completion of Government Departmental pro- 
cedural formalities the delay was unconscionable. The Committee 
suggest that Government will be well-advised to review the procedure 
prescribed with a view to rid it of unnecessary and purposeless for- 
malities. 

Avoidable payment of interest charges — para 29, pages 27-28. 

51. The erstwhile Delhi State Government acquired in January, 
1950 for the extension of a hospital a piece of land standing 
in the Revenue records in the name of an evacuee. No compensa- 
tion was awarded by the Land Acquisition Officer on the understand- 
ing that the land, being evacuee property, no compensation was 
assessable in accordance with the Inter-Dominion Agreement of 
July, 1949. Subsequently, it was decided by Government that the 
Land Acquisition Act should apply to evacuee properties also. On 
14th April, 1953, an Indian national filed an application claiming the 
ownership of the land by virtue of a registered sale deed dated 
12th June, 1946. Thereupon, in April, 1954, the Land Acquisition 
Officer gave a supplementary award for Rs. 2,12,728 comprising 
Rs. 1,68,832 as compensation and Rs. 43,896 on account of interest. 
The amount could not, however, be paid for want of provision of 
funds till September, 1957 when Government issued a revised sanc- 
tion for Rs. 2,46,494 which included a sum of Rs. 77,662 as interest 
for the period from January, 1950 to September, 1957. 

52. In evidence, the representative of the Ministry admitted that 
the case had been badly handled and the Government was put to 
unnecessary loss. Severe warning had been administered to two 
clerks who were responsible for the delay. The Delhi Administration 
had held that the Land Acquisition Officer was not to blame. The 
Committee would like to be furnished with a note setting forth the 
considerations which weighed with the Delhi Administration in 
coming to the above conclusion. 

53. The Committee understand from Audit that, in spite of the 
fact that the claimant in this case had failed to fulfil his obligations 
under the Land Acquisition Act and the Punjab Land Revenue Act, 
viz. (i) to appear personally or through agent before the Collector 
and state the nature of his interests in the land and his claim for com- 
pensation and (ii) to get the revenue records corrected, according 
to legal opinion, his claim to interest charges had to be honoured. 
This points to a lacuna in the Act, the amendment to which was 
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stated to be under consideration of Government. The Committee 
would like to he informed in due course of the final decision taken in 
the matter. 


Ministry of Irrigation and Power 

Infructuous expenditure due to change in design — Audit Report 
(Civil), 1959 — Part I — para 31, pages 29-30. 

54. While commenting upon the abandonment in 1951 of the 
Navigation-cum-power Channel and the Subsidiary Dam of the 
Hirakud Dam Project, the Public Accounts Committee in para 43 
of their 6th Report (First Lok Sabha) expressed the view that the 
original scheme of the Subsidiary Dam was technically and econo- 
mically unsound. In a statement placed on the Table of the Lok 
Sabha, in December, 1953, it was, however, contended by the Admi- 
nistration that the scheme was technically sound and the expendi- 
ture incurred on the Subsidiary Dam could not be said to be nugatory 
as the work had only been postponed and not abandoned altogether. 

When work on the scheme was resumed in 1956, a revised design 
was prepared which omitted the construction of the Subsidiary Dam 
altogether. Due to this change in design, out of expenditure of 
14s. 37 lakhs already incurred on the Subsidiary Dam, at least an 
amount of Rs. 21.55 lakhs approximately (including an amount of 
Rs. 6.75 lakhs paid as compensation for trees, houses and tanks) spent 
on the embankment of the Subsidiary Dam had become wholly 
infructuous. 

55. In justification of the abandonment of the Subsidiary Dam, it 
was stated in evidence that according to the original design of the 
Project the construction of the Subsidiary Dam was considered 
necessary as it was intended to complete the Power House at Chip- 
lima before the main Dam at Hirakud was constructed. However, 
after the main Dam at Hirakud had been completed, the necessity 
for construction of the Subsidiary Dam at Chiplima disappeared. 
The then Chief Engineer, Hirakud Dam Project, submitted a revised 
design, omitting the Subsidiary Dam, which would save Rs. 167 
lakhs to Government in construction costs. After considering the 
pros and cons of both the designs, Government came to the conclu- 
sion that the new design was more economical than the original 
one even after making an allowance for the infructuous expenditure 
of Rs. 22 lakhs. 

The Committee feel that had the original design of the Project 
been prepared with more forethought, the infructuous expenditure of 
Rs. 22 laJehs could have been avoided. 
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Ministry of Rehabilitation 


Irregular withdrawal of funds to avoid lapse of grant — para 34 of 
Audit Report, 1958, pages 34-35. 

56. In December, 1956, a sum of Rs. 2 70 lakhs was sanctioned for 
payment during 1966-57 to a State Government for giving small loans 
to displaced persons having no compensation claims and living in 
urban areas. The amount was to be drawn as and when required 
for immediate payments. No money was, however, drawn by the 
State Government upto 21st March, 1957. A Directorate of the Cen- 
tral Government, which had in the meanwhile taken over the work 
from the State Government, was authorised on 21st March, 1957 to 
draw the full amount for disbursement upto 30th April, 1957 sub- 
ject to refund of the unspent balance, if any, on that date. The 
amount was drawn on 31st March, 1957 (obviously to avoid lapse of 
the grant). A sum of Rs. 2,14,900 was spent during April, 1957 but 
the balance of Rs. 55,100 was not refunded to Government. On 8th 
May, 1957 Government issued a sanction allowing the Directorate 
to utilize the balance upto 15th May, 1957. A sum of Rs. 45,600 was 
disbursed upto that date and two sums viz., Rs. 4,000 and Rs. 5,500 
comprising the balance were credited to Government on 18th June, 
1957 and 7th September, 1957 respectively. 

57. The Committee inquired why the Directorate was authorised 
to draw the full amount of Rs. 2 '70 lakhs on the last day of the finan- 
cial year in contravention of the financial rules when it could not be 
disbursed within the financial year. It was urged in extenuation 
that the Directorate was allowed to draw the amount for disburse- 
ment in the following year as the issue of the requisite sanction for 
the latter year would have taken some months and the Payment to 
the displaced persons would have been delayed. It was added that 
this course was adopted with the concurrence of the Ministry of 
Finance. 

The Committee do not consider it proper on the part of the Min- 
istry of Rehabilitation to have sanctioned the withdrawal of money 
on the last day of the financial year when it could not be disbursed 
within that year. If it was the intention of the Ministry to itruoidf 
delay in making payment to the displaced persons, the proper course 
was either to obtain a Vote on Account or draw an advance from the 
Contingency Fund. The Committee are disturbed that the Ministry 
of Finance whose duty it is to enforce financial regularity had erred 
in this case. 
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Faridabad Development Board — Loss in the working of the Institute — 
Para 35 of Audit Report, 1958 pages 35 — 37. 

58. The Faridabad Development Board advanced a sum of Rs. 24 
lakhs to an ‘Indian Co-operative Union', formed to organise Small 
Scale Industries, as loan during the period 1949 to 1952. The latter 
opened a Training Centre also. The Training Centre with its assets 
of Rs. 94,930 was taken over, in March, 1950 by the Board and re- 
named a Technical Institute. Subsequently from 1st October, 1952 
it was treated as a Commercial Department. 

The small-scale industrial factories started by the Union were 
also closed down in February, 1953 and were taken over by the 
Board. They were run for a time as ‘Co-operative Industries’ but 
were later merged with the Technical Institute in July, 1954. As 
the Institute was running at a heavy loss, the Textile arvd the other 
units were disposed of in January, 1955 and October, 1956 respective- 
ly. The final accounts of the Technical Institute showed a total loss 
of Rs. 26 - 20 lakhs as on 28th February, 1959. 

According to Audit, the major reasons for the loss were that the 
factories were taken over in March, 1953 from the Co-operative Union 
at the book value without detailed examination, and without proper 
assessment of their condition, market value and future use. As an 
instance, timber valued at Rs. 54.902 of which timber worth Rs. 27,000 
was scrap wood, was taken over by the Board at the flat rate of 
Rs. 13/- per maund while the market rate for scrap wood was 
Rs. 2/8/- per maund. (The timber which was stated to have been 
eaten away by white ants resulted in a loss of Rs. 40,008 in its dis- 
posal). Lack of proper development programme and delay in the 
disposal of the idle assets also resulted in deterioration of the assets. 
Neither proper accounts were maintained in the case of many fac- 
tories, nor effective control exercised over them. 

59. In evidence, the Committee were informed that no proper 
accounts were maintained by the Union till, 1953 and when the Board 
took over the factories, the accounts were in a chaotic condition. 
The Board had to reconstruct all these accounts for the different 
units which took considerable time. 

In reply to further question it was stated that no security was 
taken from the Co-operative Union for the sum advanced by the 
Board, nor was there any representative of Government or of the 
Board on the Union. It is, therefore, obvious that the mismanage- 
ment by the Union could not be detected in time. In the end when 
the Board took over the administration, the Union was allowed to 
walk out without any financial loss. No enquiry was also held for 
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ascertaining the reasons for the heavy losses suffered by the Union 
with a view to fixing its share of responsibility therefor. 

60. The Committee consider it a serious lapse on the part of the 
Ministry. They learn that the Union is eoristing and is working for 
Government in certain other spheres. The Committee , therefore , 
urge that an enquiry into this case should he started without ^any 
further delay and the responsibility for the losses fixed . 

The Committee would also like the Ministry of Finance to im- 
press upon all the Ministries that before granting loans or grants-in- 
aid etc. to private institutions , they should ensure that those institu- 
tions have the experience and managerial ability to carry out the ' 
purposes assigned to them , and should also devise machinery to keep 
an effective and constant check to see that the money is utilised fruit - 
fully and applied to the purposes intended . 

Outstanding arrears of rent in respect of evacuee properties — para 
32 of Audit Report , 1959, page 30. 

61. Management of evacuee properties and collection of rent and 
accounting thereof were entrusted to Custodians appointed under the 
Administration of Evacuee Property Act, 1950. The Act provided 
that any sums due as rent, etc. to Government could be recovered 
as arrears of land revenue. Most of these properties were later on 
acquired by the Central Government under the Displaced Persons 
(Compensation and Rehabilitation) Act, 1954 and the Rules made 
thereunder, for the purpose of “compensation poor' and the remain- 
ing properties were still in the process of acquisition. 

The accounts of these properties as on 31st March, 1959 showed 
that arrears of rent amounting to Rs. 584.82 lakhs were due for 
recovery from the various categories of occupants (including 
Government Departments and Government Servants) as detailed 
oelow: 


Categories of occupant 

In respect 
of acqui- 
red pro- 
perties 

In respect 
of un- 
acquired 
properties 

Total 


(Rs. in lakhs) 

— 

Government Departments 

458 

2-16 

674 

Government Servants 

8-33 

1*61 

9 94 

Non-displaced persons 

86-62 

60-62 

147*24 

Displaced persons 

274-36 

43*39 

317-75 

Widows and Destitutes 

... . 8-73 

3*oo 

n-73 

Untraceable .... 

66*94 

13-87 

80 -8i 

Uncategorised .... 

6-76 

3«5 

10 * 6 l 


Total 

. * 

584-82 


2080 (Aii) LS — 5. 
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62. The Committee find that the arrears due from displaced and 
non-displaced persons are very large. It was urged before them 
that according to a decision taken by Government any displaced 
person who was in possession c4 any ailoltable property below 
Rs. 10,000 in value was entitled to buy that property against his 
claims if he was a claimant and on payment in suitable instalments 
if he was a non-claimant. No rent was recoverable from the 
purchasers of these properties from 1st October, 1955 and, therefore, 
the arrears of rent from that date onwards will have to be 
written off after final adjustment of these properties m most of 
the cases as a majority of the displaced persons — both claimants and 
non-claimants — had expressed their desire to purchase these 
properties. 

63. As regards arrears due from those who were untraccable, the 
Committee were informed that they might have to be written off 
and orders had been issued to expedite the writing oiT of these irre- 
coverable arrears. 

As the target date (31st October, 1954) by whh'k the claimant/ non - 
claimant displaced occupants of allotlable evacuee pro poetics were 
required to file their applications for purchase has already expired , 
the Committee would suggest that expeditious action should now 
be taken to enforce recovery of outstanding renit from t those occu- 
pants who have not expressed their willingness to purchase pro- 
perties. The Committee also see no justification for non-rccovery of 
arerars from Government servants and Government departments 
and also from occupants of non-alloittable properties . Government 
should now take urgent and effective action to clear these large out- 
standings. 

Overpayment of compensation to a Displaced Family ~ par a 33 of 
Audit Report , 1959 — pages 30-31. 

64. Rule 19 of the Displaced Persons (Compensation and Rehabili- 
tation) Rules 1955, as amended on 4th September, 1956, provided that 
the heirs of a deceased head of an undivided Hindu family were to 
be treated as an one-Member family for the payment of compensa- 
tion. (They were treated as individual members of a joint family 
and could secure compensation at a higher scale before the amend- 
ment) * 

During the test audit of the compensation payments made in 
1957-58, it was noticed by Audit that one of the six heirs of the 
head of an undivided Hindu family who died in 1948, was paid com- 
pensation in September, 1958 on the basis of higher scale admissible 
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under the rule as it stood prior to 4th September, 1956. This resulted 
in an extra payment of about Rs. 12,000 to the claimant. The cases 
of the remaining five heirs had not been finalised till June, 1959. 

65. In evidence, the Committee were informed that as this case 
had been finalised before the amended rule came into force, the pay- 
ment was made according to the old rule in consultation with the 
Ministry of Law. It was, however, pointed out by Audit that in a 
similar case (particulars furnished by Audit to Government) the 
Chief Settlement Commissioner had followed a different procedure. 

The Comimttee feel that in such matters there should he 'uni- 
formity in the application of the rule. They would like to he inform - 
ed of the final decision of the Government in the matter . 

MINISTRY OF STEEL, MINES & FUEL (DEPARTMENT OF IRON 

& STEEL) 

Hindustan Steel (Private) Limited 

Losses arising from delay in laying of railway tracks , unloading of 
wagons of Plant and Machinery — Para 53(b) of Audit Report, 
1958, page 60. 


66. Tn their final Project Report, submitted in October, 1955, the 
Consultants emphasised the need for giving priority to the laying of 
railwav tracks, both inside and outside the Rourkela Plant area. The 
scheme' visualised the laying of 60 miles of track, of which 22 miles 
were scheduled to be completed by December, 1956 and 40 miles 
by December, 1957. This schedule was subsequently revised in 
August, 1956 to provide for 7 miles bv the end of December, 1956, 
and again revised in August, 1957 to provide for 25 miles by the end 
of December, 1957. Actually, however, onlv 3 miles of track were 
completed bv December, 1956, and 18 miles up to the end of Febru- 
ary, 1958. It is understood that 45*8 miles of track was laid upto 
the end of February 1959. 

Due to delay in the laying of railway tracks and sidings in the 
Plant area, and for want of unloading equipment there were serious 
delays in clearance of wagons of plant and machinery which began 
to arrive in large quantity from Germany from October, 1957, with 
the result that the Railways, on several occasions, had to place res- 
trictions on the booking of consignments from Calcutta to Rourkela. 

Upto March, 1959, the Railwavs had preferred claims for Rs. 12*56 
lakhs for the period from December 1956 to September 1958 for de- 
murrage charges out of which a sum of Rs, 12 lakhs was paid to the 
Railways. 
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Moreover, the Company had to incur unnecessary and heavy ex- 
penditure on unloading the contents of wagons into a dump site and 
reloading and transporting them from the dump site to the storage 
sheds in the Plant area. 

67. In evidence, the Committee could not get any satisfactory 
explanation for inordinate delay in the laying of railway tracks. 

In the opinion of the Committee, the present case is indicative 
of both defective plannig and bad execution. The original [sche- 
dules for the construction of tracks were revised twice within less 
than two years , and the actual execution was far behind the revised 
schedules. It is needless to point out that targets should be laid 
down realistically, after making due allowance for all possible diffi- 
culties to be encountered in the process; once these have been laid 
down, every effort should, be made to ensure that these are strictly 
adhered to. For, delay, irrespective of the reasons therefor , entails 
extra expenditure which in turn will push up the outlay on the Pro- 
ject and will be reflected in the price of the end-product. They trust 
that cases of such type will not recur in future. 

Extra expenditure on the purchase of Electric shovels — Para 53(c) 
of Audit Report, 1958, pages 60 — 62. 

68. Tenders for 4 shovels required by the Hindustan Steel Ltd. 
for the Iron Ore Mines at Barsua, opened on the 25th March, 1957, 
showed that the lowest tender for the shovels was for Rs. 8,05,000 
each, with the following delivery dates; first shovel ex-works U.K. 
by 9th November, 1957, the second one by December, 1957, and the 
third and fourth in June and July, 1958 respectively, subject to prior 
sale. The above quotation was technically acceptable and the deliv- 
ery dates suitable, but no firm orders were placed on the tenderer. 
On the 8th July, 1957 the tenderer raised his price to Rs. 9,30,548 
per shovel, but even then his price was the lowest acceptable. 

On the 19th July, 1957 the Hindustan Steel Ltd. decided to pur- 
chase three shovels from the above tenderer at his revised rate and 
one from another tenderer — an American firm — at a price of Rs. 
10 , 80,000 (subsequently reduced to Rs. 10,08,000). The latter firm 
had offered in its tender to ship the first shovel from the U.S.A. in 
September, 1957, the second in October, 1957 and the rest in March, 
1958 . The reason for the purchase of one shovel from the American 
firm at higher price was stated to be that one shovel was urgently 
required for site clearance work (which was found to be much be- 
hind schedule resulting in the company being unable to hand over 
the respective sites to the plant erection contractors). 
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The sanction of Government of India was applied for on 29th 
July, 1957 for the above purchases but meanwhile, on 31st July, 1957 
the first tenderer intimated the Hindustan Steel Ltd. that the shovels 
had already been sold to the National Coal Development Corpora- 
tion. Accordingly, the Government of India sanctioned on 4th Sep- 
tember, 1957 the purchase of all the four shovels by the Hindustan 
Steel Ltd. from the other firm at a higher price, primarily on deli- 
very considerations, after getting confirmation from the Company 
on 13th August, 1957, that one shovel was urgently required at the 
Iron Ore Mines apart from the one required urgently at Rourkela 
itself for site clearance. On the 22nd August, 1957 the Manager, 
Iron Ore Mines, however, intimated that the shovels were actually 
required by him only from April, 1959 onwards and that even the 
electricity required for working the shovels would not be available 
before that date. Despite this, in the formal purchase order issued 
on 29th November, 1957 to the second tenderer supply was demanded 
for first and second shovels on 31st March, 1958 and 30th April, 1958 
respectively and the remaining two were to be delivered by 31st 
October, 1958. 

69. The Committee are unhapv V over the manner in which the 
whole transaction was conducted by the Hindustani. Steel Ltd. ff 
the lowest tender for four shovels opened on the 25 th March , 1957 
was technically acceptable to the Company and the delivery dates 
also suitable , the Committee fail to see why there teas such inordi- 
nate delay in placing the order which resulted in the Company hail- 
ing to pa?/ about Rs. 2 lakhs more per shov>el. There was no satis- 
factory explanation for this . 

70. The Committee were also not convinced by the plea \of ur- 
gency put forth in support of the decision taken by the Company on 
the 19 th July , 1957 to purchase the shovels inasmuch as the first 
shovel urns commissioned only in July , 1958 and the next in Janu- 
ary, 1959. 

In their opinion, there was an unnecessary competition between 
the two State Undertakings for the purchase of the shovels hohich 
ulus taken advantage of by the Suppliers. It was argued before 
the Committee that as either of the two State Undertakings had to 
purchase the shovels from the second tenderer, there being no other 
offer, there was no over-all loss to Government. 

The Committee are unable to subscribe to this view. They feel 
that as only one shovel was urgently required, at Rourkela, bath the 
Undertakings could have coordinated their requirements and dis- 
tributed between them equitably the four shovels * available at a 
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lower price instead of competing with each other. The two Under- 
takings are under the supervision of the same Ministry , viz., the 
Ministry of Steel , Mines & Fuel 9 though under two Departments 
thereof. The Sewetary of the Ministry is a Member of ithe Boards 
of Management of both the Undertakings. Further , they had a com- 
mon Financial Adviser . In the circumstances , the Comimttee con- 
sider that there urns an o mission on the part of both the Ministry and 
the Financial Adviser. To prevent such cases in future , the Com- 
mittee suggest that Government should evolve a procedure by which 
coordination can be secured in the matter of purchase of at least 
common or similar equipinent by the various State Undertakings so 
that the purchase can be to the best advantage of the State. 

Delay in the completion of Blast Furnace — Para 53(d) of Audit Re- 
port, 1958 — pages 62 — 64. 

71. The contract for the civil engineering work for the Blast Fur- 
nace and Steel Melting Shop at Rourkola was awarded on 2nd Feb- 
ruary, 1957 to an Indian firm not only because of its lower tender 
(by about Rs. 25 lakhs) but also on the consideration that it under- 
took to put into use extra plant and machinery to increase its capa- 
city to enable it to strictly observe the prescribed time-schedule. 
The firm was to work under the supci vision of the foreign Blast Fur- 
nace contractor who was to be paid a sum of Rs. 22 '20 lakhs for pre- 
paring the designs for, and supervising the work on, civil engineer- 
ing items. 

The Indian firm, however, could not obtain sufficient plant and 
machinery to increase its capacity to complete the work according 
to the time-schedule with the result that the work fell into serious 
arrears. In order to expedile the progress of the work, and to bring 
it into line with the time-schedule of the foreign contractor, the 
Hindustan Steel Ltd. had to render the following assistance to the 
Indian contractor: — 

(i) A delegation consisting of senior officers of Government 
and of the Company as also the Indian contractor was 
sent to Germany to settle the new time-schedule with 
the foreign Blast Furnace Contractor. The time schedule 
ultimately settled by the delegation was spread over a 
longer period (six months more in some cases) than 
that which the Indian firm and the foreign contractor 
were originally prepared to abide by and which was 
not initially acceptable to the oempany. 

(ii) 36 workers consisting of 16 foremen and 20 skilled carpen- 
ters each costing more than Rs. 3*000 per month 
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(free of Indian Tncome-tax) were obtained from Ger- 
many through the foreign Blast Furnace contractor at 
the expense of the Company (but the total cost not to 
exceed Rs. 10 lacs). These German workmen were to 
be provided with air-conditioned accomomdation and 
othe amenities involving an expenditure of more than 
Rs. 1 lakh in the aggregate. In addition, the foreign 
contractor was to get an amount of Rs. 5*75 lacs (2,00,000 
in DM plus Rs. 3*50 lacs) to cover the expenses incurred 
by him in sending the workmen to India. 

(iii) The Indian firm was given an extra Rs. 13 lacs for shutter- 

ing work with the stipulation that the used wood would 
be handed over to the Company after the work was com- 
pleted. (It was stated that the rate quoted by the firm 
in its tender for this type of work was inadequate). 

(iv) Four Tower Cranes were to he provided by ihe Company 

for the use of the Indian firm and for these and other 
machinery letters of credit to the extent of £51,000 
(Rs. (5,80,000', Vvcre opened by the Company in U.K. in 
favour of the Indian contractor. 

(v) A r um of Rs. 1 *30 lakhs was advanced in cash to the Indian 
contractor for obtaining certain materials urgently from 
the U.K. 

The financial effect of the above concessions was a total extra 
expenditure of Rs. 30 lakhs approximately to the Company. Thus the 
difference of Rs. 25*50 lakhs, between the lowest and the next higher 
tenderer who could do this work, was more than wiped out. In 
spite of the above concessions, the blast furnace which was expected 
to be completed by 1st October 1958 as per the original time-sche- 
dule and by 20th December, 1958 as per the revised schedule was 
ready only on 3rd February, 1959. This resulted in considerable loss 
of production of pig iron. 

72. Explaining the reasons which led Government to accept the 
lower offer despite the fact that the contractor had no previous 
experience of this work and there were adverse reports about his 
past performance, [vide paras 97-98 of the 23rd Report of the Esti- 
mates Committee (Second Lok Sabha)], the Secretary, Ministry of 
Steel, Mines & Fuel stated that both the contractors who tendered 
were new to this work and this contractor was chosen as his quota- 
tion was lower. 

In reply to a question, it was admitted that the Technical Con- 
sultants of the Hindustan Steel Ltd. initially advised the Company 
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to accept the higher tender. But Government had to weigh all con- 
siderations in coming to a decision. 

73. In the face of the above facts the Committee consider that 
the choice of the firm for doing this work was unfortunate . Subse- 
quent events proved that this tender had been prepared without 
full knowledge of the nature of the work to be done . He failed to 
put into use extra plarvt and machinery as per the terms oj the con- 
tract. The work had , therefore , fallen into serious arrears to over- 
take which the Company had to provide extra concessions to { the 
contractor not envisaged in the contract . In extenuation, it was urg- 
ed before the Committee that circumstanced as it was at that 
moment, the Company had no other course to follow. The Committee 
are not convinced by this plea. For even granting that there were 
errors in the initial stages, it is not clear to them why the Company 
should have gone out of its way to foot the bill for the extra conces- 
sions provided to the Contractor. In the Committee's opinion, the 
contractor should legitimately bear the additional expenditure on this 
account . 

74. As regards the extra payment of Rs. 13 lakhs made to the 
contractor for shuttering work, the Committee were informed that 
the additional shuttering work could not be foreseen at the time of 
calling for tenders and had not therefore been envisaged in the con- 
tract. The Committee inquired why the additional work was not 
provided for in the original estimates prepared by the Technical 
Consultants who were expected to be conversant with all the details 
of the work. The Committee were assured that a note would be 
furnished. The note is still awaited. 

75. The Committee also desired to know as to what the reasons 
were for paying such a high rate as over Rs. 3,000 p.m. (free of 
Income-tax) to foreign carpenters, and also whether it was a fact 
that the contractor was able to procure the services of similar car- 
penters from abroad at a much lower rate. The representative of 
the Ministry agreed to verify and supply the informa f ion later. 

The Committee regret that though nearly five months have elap- 
sed since the above information was promosed to be furnished, it is 
still awaited . They would, in this connection, like to point out that 
as a result of such delays not only the programme of the Commit- 
tee is dislocated but also with the lapse of time the criticisms and 
suggestions in respect of some of the vitally important issues lose 
much of their force. 
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Contract for the Foundations and Civil Engineering ivork far the 

Rolling Mills — Para 53(g) of Audit Report, 1958, pages 65 — 67. 

76. Tenders were invited on 16th April, 1957 for preparing the 
foundation and civil engineering work, estimated to cost over Rs. 6 
crores in the Hot and Cold Rolling Mills. In the tender notice, the 
work was divided into three sections and the contractors were asked 
to tender for the work either in part or in whole. A list of the 
construction machinery and equipment which could be had on hire 
from the Company, if available, was also included in the tender 
notice. Sixteen months were allowed for the completion of the 
work either in part or as a whole, as per tender. 

Five tenders — three for part work and two for the entire work— 
were received. Three contractors, who quoted for part work, did 
not quote for all the three sections and one of the two tenderers, 
who quoted for the entire work, did not agree to sharing the work 
with other contractors. In view of this and other difficulties in co- 
ordinating the work of three contractors, the idea of dividing the work 
was given up, especially since the Company was not in a position to 
assist the contractors tendering for part work with the particular 
equipment required by them. The two tenders received for the 
entire work were not also found acceptable for the following 
reasons: — 

(i) The lower tenderer had no previous experience and his 

equipment and organisation were inadequate. 

(ii) The higher tenderer did not have sufficient equipment 

and was engaged on the construction of Durgapur Steel 
Plant. Further the price quoted by him (Rs. 8T crores) 
was subject to increases on various accounts, and pro- 
vision of certain facilities and extension of time for 
completion upto 29 months. 

All the above contracts were based on item rates but the basis 
was changed and a cost contract, with a target sum plus fixed over- 
heads plus a fixed fee (costing in all Rs. 7 79 crores) was actually 
entered into by negotiation in November, 1957 with a new firm which 
had not tendered at all on the earlier occasion. The contract with 
this firm also provided for variations of the target price under cer- 
tain conditions and a period of 36 months was allowed for comple- 
tion of the work. This firm consisted of two partners, one of whom 
(holding a 60 per cent share) was himself a consultant to the Com- 
pany. 

The contract with this firm apart from its being a “cost” contract 
emobodied, inter alia, the following unusual feature. Hire charges 
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amounting to Rs. 50 lakhs plus Rs. 10 lakhs for spares and Rs. 15 
lakhs for abour and supervision of repairs (i.e., about Rs. 75 lakhs 
in all) were to be paid by the Company on account of machinery 
employed by the firm, estimated to be worth about Rs. 60 lak’us. 
Some of the machinery had already been used considerably at 
Kandla but the hire rate was paid on the basis of the original pur- 
chase price without taking into account the actual period of useful 
life already spent at Kandla or elsewhere. 

77. In justification of the payment of hire charges amounting 
to Rs. 50 lakhs for the depreciated machinery orginally costing 
about Rs. 60 lakhs, it was stated that as it could not have been 
possible for the Company to purchase all the required machinery 
in time, the decision to hire the machinery was taken. The Com- 
mittee endorse the views of the Estimates Committee expressed 
in para 107 of their 33rd Report ( Second Lok Sabha) that purchase 
of the machinery would have been to the advantage of the 
Company. 

78. The Committee consider that it was wrong in principle to 
aumrd the contract to one of the parties which had prepared the 
designs and were responsible for supervision. According to Audit, 
in accordance with the Company’s understanding with the Consor- 
tium of Consultants, neither the firms constituting the Consortium 
nor their officials were to have any kind of interest either in the 
supply of machinery and equipment or in the construction work in 
India. If so, the present contract was not in consonance with the 
spirit of the Company’s agreement with the Consultants. It was 
stated in defence that the firm in question on joining the contracting 
firm as a partner resigned from the Consortium of Consultants. 
Although this had removed the disability on the firm, the Hindus- 
tan Steel Ltd. was deprived of the services of a technically 
competent firm of consultants for the work that still remained to 
be done. 

79. The Committee inquired why fresh tenders were not invited 
for the contract when its basis was changed (from the ‘item rates’ 
basis to the ‘cost and target’ basis) and the period for its completion 
was extended from 16 months to 36 months. They were informed 
that it would have involved a loss of 4-5 months in the process. 

The Committee could not accept this explanation as valid 
inasmuch as almost the same time was spent in carrying out nego- 
tiations with this firm and concluding the final contract with it. 
Audit has pointed out that after the rejection of all the Indian 
tenderers, the Company did not make it known that in case suitable 
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Indian contractors formed a Consortium (as recommended by the 
German Combine), they would be considered for awarding the 
contract on similar terms and conditions as were negotiated with 
the now firm. Commenting on this, the Secretary, Ministry of 
Steel, Mines & Fuel observed in evidence that firmsjcontractors who 
had experience of this work had already been engaged. The 
Estimates Committee, on the other hand, have observed in para 
119 of their 33rd Report (Second Lok Sabha) that according to non- 
official opinion there was really no such dearth but certain proce- 
dures and practices adopted by Government had kept out good and 
reputable firms of civil engineering contractors. It is not known 
whether Government surveyed and took stock of the civil engineer- 
ing capacity that could be pressed into sendee before embarking on 
the three Steel Plants in the public sector almost simultaneously. 
Such a survey would have enabled Government to plan the three 
plants more systematically and thus to avoid both the delay in cons- 
truction schedules and. the increased costs. 


Ministry of Works, Housing and Supply 

Unauthorised alteration in specification — Para 42 of Audit Report, 
1958, Page 43. 

00. An agreement for road work entered into with a contractor 
in April, 1953 included, an item of light chipping carpet using 6 lbs 
of bitumen per eft ol grit. The first payment for this item of work 
was made in the 4th running account bill (in June 1953) in accord- 
ance with the approved specification, but in the subsequent bills the 
bitumen used was shown as 5 lbs per cubic ft. of grit without any 
corresponding reduction in the rate. The Executive Engineer 
concerned stated that he made the change in specification before 
inviting tenders for the work and made the corrections in the 
agreement and other documents. A departmental investigation 
established on the other hand that the alteratipns in the documents 
were made some time between the 4th and 5th running Bills and 
that they were unauthorised and caused an overpayment of Rs. 
16,000 to the contractor. It is understood from Audit that the 
overpayment has since been recovered from the contractor. 

In evidence, the Committee were informed that a detailed 
enquiry was conducted into this case by a senior officer of the 
Ministry of W.H.&S., which disclosed that six officers had been 
found guilty of altering Government records, and that suitable 
action was being takten against them. The Committee feel, t hat 
such cases deserve deterrent punishment. 
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Delay in adjustment of a contractor's accounts — para 43 of Audit 
Report , 1958, pages 43-44. 

81. A contractor having commenced construction of 22 sets of 
quarters in January 1945 at the tendered cost of Rs. 12*66 lakhs 
abandoned it unfinished in August, 1945. Till then he had received 
payment of Rs. 10*11 lakhs on running bills and had also got large 
quantities of cement, steel and timber the cost of which had not 
been adjusted in the payments made to him. 

The remaining work was got completed in June, 1946 by the 
sub-contractors to whom the work had already been sub-let by the 
main contractor. After making necessary adjustments defaulter 
had rendered himself liable to pay to Government liquidated 
damages and the cost of the stores supplied to him, amounting to 
Rs. 4,08,278. The case was referred to arbitration in November, 
1957 and a decision was still awaited. 

It was explained in evidence before the Committee that the 
work was done in war-time when, due to several difficulties, it was 
not possible to enforce the rules strictly. The contractor’s account 
was not made up properly in respect of materials issued to him and 
the officers who were responsible for this had since gone over to 
another country. The case came to the notice of the Ministry only 
in 1952 after which the question of settling the account with the 
contractor was taken up. While Government had a claim against 
the contractor for a sum of Rs. 4*08 lakhs, the contractor had put 
in a counter-claim of Rs. 3,67,925 by way of higher rates for certain 
items of work done by him. The case was now pending in a court 
which was examining the Government’s contention that the con- 
tractor’s claim was time-barred. 

While the Committee recognise the difficulties in settling this 
case in its earlier stages , they find no justification for the subse- 
quent delay of about 10 years. In their opinion had the Divisional 
and the Superintending Engineers , who succeeded the migr anted 
officers , looked into the contractors' ledgers carefully (which, the 
Committee understand , is one of their prescribed duties), the case 
would have come to light much earlier and settled at least by now. 
The Committee consider that due and prompt action should be 
taken in all cases where delay in settling the accounts of a contrac- 
tor comes to notice . They would also like to be informed about 
the final outcome of the present case and the action which Govern- 
ment propose to take against the officers for lack of proper super- 
vision. 
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Chief Technical Examiner's Organisation — Para 44 of Audit Report 
1958 — pp. 44-46 and Para 51 of Audit Report , 1959 — pp. 46-48. 

82. Following suggestions made by the Public Accounts Com- 
mittee, Government decided in May, 1957 to introduce the system 
of concurrent administrative and technical review of P.W. transac- 
tions by an expert Chief Technical Examiner. The paragraphs in 
the Audit Reports referred to above enumerated the various irregu- 
larities etc. pointed out by the C.T.E. in the reports submitted by 
him during the period July, 1957 to 31st December, 1958. 

In evidence, the C.T.E. informed the Committee that m about 
75% of the cases reviewed by him he was able to discover either 
major or minor defects. As far as possible, the defects pointed out 
by the C.T.E. were got rectified before the completion of the works 
but in cases where due to the advanced stage of construction the 
defects could not be remedied, an assessment of the overpayment 
was made and passed on to the Departments for effecting recoveries 
from the contractors. During the two years of his existence the 
C.T.E. had assessed such overpayments to the extent of Rs. 19 lakhs 
out of which items amounting to Rs. 8 lakhs had been accepted 
for recovery from the contractors. Explaining the procedure the 
C.T.E. informed the Committee that initially he communicated his 
objections to the Executive Engineer concerned and in cases of 
disagreement at that level he approached authorities at the higher 
levels step by step. Thus cases of overpayments worth Rs. 11 
lakhs were still under correspondence. 


It is needless to point out that the value of the work done by 
the C.T.E. will depend very much on the speed with which final 
decision is taken on his reports. The Committee consider the pro- 
cedure at present followed as dilatory. At this rate much of the 
time of the C.T.E . is likely to be consumed in pursuing his objections 
which will reduce his attention to fresh cases. The Committee 
toould suggest that once the C.T.E. has communicated his objections 
it should be for the Departments concerned to obtain the views of 
the highest authorities at their end in cases of disagreement before 
communicating the same to the C.T.E. A time limit should also be 
fixed for this to ensure expeditious action . 


83. The Committee are concerned to learn from the C.T.E. that 
technical defects were found in about 70% of the cases and over- 
payments in about 30% of the cases examined by him. This 
indicates that in majority of cases both the standard of construction 



48 


and standard of supervision are far from satisfactory. The Com- 
mittee are, therefore , strongly of the opinion that the C.T.E. should 
extend his scrutiny to a larger number of P.W. transactions. 

84. One of the irregularities pointed out in the Audit Report 1958 
was the acceptance of unworkable tenders. In one case, fur a 
work estimated to cost about Rs. 1,11,040 Government awarded the 
contract at the tendered amount of Rs. 73,554 while the approximate 
cost of the material issued and recoverable from the contractor 
plus roller hire charges amounted to Rs. 76,560. Technical exami- 
nation of the work disclosed excess issue of bitumen and non- 
return of empty drums etc. for wlvch a sum of Rs. 26,144 was 
recoverable. It is obvious that either the cost of the work had 
been overestimated in the first instance by the Department or it 
was a mistake on its part to accept the tender. The Committee 
desired to know how the work was completed — whether by the 
same contractor — and if so the final cost involved thereon. This 
information is still awaited. 

Unproductive expenditure— Para 45 of Audit Report 1958 —page 47. 

85. In May, 1943 Government took over for war purposes 
portions of a Jute Mill compound along with some adjoining plots 
oi land, at an annual rent of Rs. 1,500 and constructed thereon cer- 
tain temporary structures. The land became surplus to require- 
ments in 1951 but was released only in January, 1957. This delay 
involved an expenditure on land rent of Rs. 9,136 upto 31st March, 
1957. Government also paid a compensation of Rs. 24,113 to the 
owner for not restoring the land to its original condition. 

In evidence, the D.G.S. & D. gave the following reasons for the 
delay involved in this case: 

(i) Demarcation of the lands was completed only in December, 
1952, as the Land Acquisition Collector had to obtain old records. 

(ii) Efforts made by the Department to sell the structures built 
on the land to the Municipality were fruitless. 

(iii) Negotiations with the land owners regarding the quantum 
of compensation payable to them for restoring the land to its origi- 
nal condition took time. The Jute Mill demanded Rs. 90,000 by 
way of compensation but was successfully persuaded to accept a 
lower amount of Rs. 24,113 only. 

(iv) Eviction of refugees from a part of the land which they 
had occupied unauthorisedly became difficult. 

The Committee think that six years 9 time for releasing the land 
was tpo excessive . 



Infructuous expenditure— Para 46 of Audit Report, 1958 — page 47. 

86. In April, 1948, on the closure ol a labour camp materials 
worth Rs. 19,828 were found unserviceable. A survey report was 
prepared in 1949 but was subsequently misplaced. A fresh survey 
report was prepared in February, 1952. It was sanctioned in Sep- 
tember, 1954 by the competent authority after two years and a 
hail'. The materials were auctioned in January, 1955 for Rs. 260 
only. Meanwhile, the department also incurred expenditure on 
watch and ward amounting to Rs. 12.331 between June, 1950 and 
January, 1955. 

In evidence, it was admitted before the Committee that this 
cas<> was not handled properly at different stages resulting in delay 
in the disposal of stores. The survey report, which was prepared 
in 1949. was submilted to the Superintending Engineer, who returned 
it with certain comments. Thereafter, the report was not trace- 
able. No enquiry was. however, instituted into either the loss of 
the survev report or the delay of 2.) years in sanctioning the second 
Survey Report. 

The Committee were surprised to learn this. In their opinion 
the Ministry should enquire nto this case and rectify defects if 
-any, in the procedure. If, on the other hand, the enquiry revealed 
personal lapses, suitable disciplinary action should be taken. 

Avoidable expenditure on the disposal of furniture — Para 47 of Audit 
Report. 1958—Pages 47-48. 

87. Furniture of the book value of Rs. 1,98,446 manufactured in 
1942-43 and used in offices and Government quarters during the 
war was issued again to certain Government residential buildings. 
When Government decided to demolish these buildings the surplus 
furniture valued at Rs. 1,59.378 was withdrawn between August, 
1955 and December, 1956. The articles were stored in an open 
C.P.W.D. yard in April, 1957 and later transferred to a shed in 
July, 1957 entailing an expenditure of Rs. 4,655 on shifting. A 
further expenditure of Rs. 1,432 was incurred on storage upto 
August, 1957 when the major part of the furniture was auctioned 
for a sum of Rs. 8,728. The remaining unserviceable furniture (of 
the book value of Rs. 39,086) was handed over to Government 
Housing Factory in March, 1958. 

The Committee regret to observe that this is another case where 
infructuous expenditure was incurred by Government due to avoid- 
able delay in the disposal of unserviceable material. Once the 
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furniture was declared unserviceable there appeared to be no justi- 
fication for its being kept in storage for more than a year. Much 
of the expenditure could have been avoided had prompt action been 
taken by the officials connected with the disposal of stores. 

Loss due to belated release of requisitioned land — Para 48 of Audit 
Report. 1958 — page 48. 

88. Certain plots of land requisitioned by Government in 1943 
lor defence purposes on a rent of Rs. 2,171 per month were proposed 
in January, 1949 for derequisition. But meanwhile, as the Ministry 
of W.H. & S. was also considering a proposal to construct clerks’ quar- 
ters in that locality the final decision to derequisition the land was 
taken in October 1949. The derequisition order in the case of one 
main landlord was issued only on 1st February, 1950. The plots 
were eventually released and possession restored to the various 
owners on different dates betwen 3rd February, 1950 and 1st Janu- 
ary, 1952. The main landlord was paid a sum of Rs. 1,72,489 by way 
of compensation for loss of rent and other damages. Government 
were also put to a loss of Rs. 29,400 on account of rent and Rs. 10,000 
on account of restoration charges for the period February, 1949 to 
December, 1951. 

In evidence, the Committee were informed that the time-lag 
between the decision to derequisition the land in February, 1949 and 
its actual restoration to the owners by January, 1952 was due to 
(i) enquiries made about the rightful owners of the plots of land 
and (ii) eviction of refugees from a part of the land which they 
had occupied unauthorisedly, which took some time. It was, how- 
ever, admitted that there was some de’ay in handling the case. 

The Committee would point out that both in the process of 
acquiring land and restoring it to its owners , there has been consi- 
derable delay resulting in avoidable expenditure of large sums. 
They are firmly of the view that with a little advance planning, the 
procedural delays can be curtailed and the exchequer saved of 
unnecessary expenditure. 

From the records before them it appeared to the Committee that 
the land remained unutilised with the Defence authorities since its 
acquisition in 1943 till 1949. The Secretary to the Ministry of 
W.H.&S., however, informed them that the area was occupied by the 
Army Transport Company and certain temporary structures had 
also been built thereon by the C.P.W.D. on behalf of the Transport 
Company. The structures were later demolished by the landlord 
and a sum of Rs. 5,000 was recovered from him by Government 
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towards the cost of dismantled materials. The Committee asked the 
representative of the Ministry of Defence to furnish a note stating 
the purpose for which the land was requisitioned in 1943 and how 
it was actually utilised. They regret that the note is still awaited . 

Loss of revenue due to defective planning of works- -Para 40 of Audit 

Report , 1959 — page 37. 

89. Certain residential units built by the C.P.W.D. at a station 
remained vacant for long periods owing to delay in the provision 
of ancillary services like sanitary installations, water supply and 
electricity supply arrangements. In some cases the buildings 
were not handed over to the agency responsible for their allotment 
even after the essential services had been provided. The Audit 
Report quoted three instances of such delays. In one case the 
buildings were complete in all respects (including 

sanitary installations) by May, 1955 but were actually handed over 
to the authorities for occupation in December, 1956 after 18 months. 

In evidence, it was explained before the Committee that the 
time-lag between completion of the buildings and their allot- 
ment was due to work on certain items, like provision of exter- 
nal services (laying of sew T erage, water supply lines, supply of 
edectric connections, etc.) wh:ch w r ere taken up only after the 
buildings w^ere ready. To a certain extent the Department had 
to depend on the municipal authorities for the execution of these 
works. The Committee were not convinced by this explanation. 
In their opinion , the instances quoted in the Audit Report indi- 
cated lack of proper planning on the part of the C.P.W.D. They 
did not see any reasons why the work on external 
services could not be started simultaneously with the construction of 
the buildings as would be done by any private builder. The witness 
informed the Committee that instructions had since been issued 
to take up both types of work simultaneously. 

The Committee trust that these instructions will he imple- 
mented in actual practice . The Ministry should also take appro- 
priate steps to ensure better co-ordination between the C.P.W.D. 
and the municipal authorities in the matter of provision of ancil - 
laries. 

Irregular sale of Govennnent material — para 41 of Audit Report 
1959 — page 39. 

90. In May, 1951, a C.P.W. Division acquired 86 '9 tons of mild 
steel sheets from Disposals at Rs. 90/6/6 per ton (i.e. 20% of the 
authorised price) on the condition that the material would not be 
resold wtijhfri two years. Nevertheless, 79 * 878 tons of sheets, 
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which were initially hired out to three contractors, were sold in 
19o2 to them at Rs. 120 per ton. The controlled price for new 
sheets at the time was Rs. 463 79 nP. The loss on the sale to 
contractors was thus in the neighbourhood of Rs. 30,000. 

It was stated before the Committee that the steel sheets were 
given on hire to the contractors by the Executive Engineer in the 
first instance end later sold to them und..r the orders of the Board 
of Governors of the Indian Institute of Technology, an autonomous 
body. Efforts were now being made to recover a further amount 
from the contractors conncerned towards the cost of the steel 
sheets. 

The Committee fail to understand how the Executive Engineer 
could act on the instructions of the Instffute to sell material which 
belonged to the C.P.W.D. In their opinion, the responsibility for 
having sold the material disregarding the conditions imposed by 
the Disposals Directorate lay squarely on the C-P.W.D. They 
would like to be informed of the recoveries made from the con- 
tractors. 

Loss due to non-observance of rules — para 43 of Audit Report, 1959 — 

pages 40-41. 

91. A Central Purchase Organisation placed an order on a firm 
for the supply of stores, which involved an extra payment of 
Rs. 32,850 (as compared with the lowest acceptable offer) to 
ensure earlier delivery. The contract included a special penalty 
clause stating that in case of failure to supply the stores by 31st 
March, 1955, the contractor would be liable to refund to Govern- 
ment the difference between the contract rate and th at of the 
lowest acceptable offer but the firm while acknowledging rece : pt 
of the contract on 10th March, 1955, expressed disagreement with 
this provision and invited a reference to its letter dated the 23rd 
February, 1955 accepting the date of delivery w'th certain 
reservations. The firm failed to supply the stores by the stipulated 
date but no penalty could be imposed in view of the fact that the 
Purchase Organisation had failed to get a prior assurance from 
the firm regard : ng earlier delivery by a definite date while 
agreeing to the higher price. 

In evidence, the D.G.S. &D. stated that the price preference 
clause in the contract could not be legally enforced in this case 
and it was not realistic as the clause specified the pr ; ce quoted 
by a firm with wHch Government had suspended dealings. The 
Committee are surprised how the officer failed to take note of 
the letter of 10th March, 1955, from the firm and “allowed his zeal' 
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to outrun his discretion”. Government will be well advised to 
issue strict instructions to all purchase officers to examine the 
legal implications of ad hoc provisions/ clauses before incorporat- 
ing them in contracts . 

Irregular payment of sales tax — para 44 of Audit Report , 1959 — 

p. 41. 

92. Four contracts were placed by the D.G.S. & D. on two 
firms during March-Apnl 1948 for the supply of cables for the 
P. & T. Department. The tenders did not specifically indicate pay- 
ment of sales tax to the tenderers in addition to the price of stores. 
Provision for the tax was, however, made in two contracts suo 
moto by the Purchase Officer while in the other two it was made 
later at the instance of the suppliers. The provision for the pay- 
ment of sales lax in all the four contracts was, however, cancelled 
subsequently on 22nd October, 1949 and 3rd November, 1949 when 
it came to the notice of the Purchase Officer that such unstipulated 
payment of sales tax was not in conformity w ; lh the provisions 
of the Law or Departmental instructions. The suppliers, however, 
did not agree to this and an amount of Rs. 47,971 had to be ulti- 
mately paid to them. 

In the opinion of the Committee the action of the Purchase 
Officer in allowing the sales tax to the contractors suo moto was 
questionable and deserved more severe action than the communica- 
tion of an oral warning . 

Avoidable vayment to a contractor — para 45 of Audit Report , 1959 — 
pp. 41-42. 

93. In April, 1946, a contract was entered into for constructing 
a building at a cost of Rs. 4,68,437 to be completed by December, 
1943. This dRe was later extended to 31st May, 1948. As the 
contractor could complete the building only in February, 1950, 
a penalty of Rs. 11,700 was recovered from him for failure to 
complete the work within the extended date. The contractor filed 
a suit in May, 1953 in a Hi eh Court for payment of a further sum 
of Rs. 4*33 lakhs on account of (i) increase in the cost of construction 
due to rise in market prices of materials and wages (Rs. 3,58,241) 
(ii) value of materials looted by rioters and stolen (Rs, 32,881) 
and (iii) extra items of work done by him (Rs. 42.000). The High 
Court appointed an arbitrator in April 1954 who awarded in 
July 1956 a sum of Rs. 60,000 and 6,000 respectively in favour of 
the contractor on his first and third claims rejecting the second. 
The Department received a notice from the High Court on 24th 
December, 1956 that the judgment on the award would be pro- 
nounced on 28th January, 1957. That Department consulted the 
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Ministry of Law on 23rd January, 1957. The Ministry of Law 
advised on 24th January, 1957 that while the award of Rs. 6,000 
in respect of the third item could not be questioned the pay- 
ment of Rs. 60,000 against the first item was not consistent with 
the terms <. the contract and an objection should be filed in respect 
thereof in the Law Court. The objection could not be filed as 
the last date for making such an application (23rd January, 1957) 
had expired. As a result of this delay Government had to pay a 
sum of Rs. 60,000 together with interest of Rs. 198 to the 
contractoi’s. 

It was admitted before the Committee that the delay was due 
to negligence on the part of the staff of the Executive Engineer’s 
Office who had been censured on this account. The question of 
fixing responsibility on the Superintending Engineer and the 
Executive Engineer concerned for not taking prompt action in this 
case was under exam'nation of Government. The Committee 
would like to be informed of the decision reached in this case. 

94. Disciplinary action apart, the Committee consider it their 
duty to draw attention to certain regrettable features of this case. 
According to estimates the building was to be completed within 8 
months; the period was extended by 17 months and the contractor 
took nearly two years more to complete the work. It passes the 
comprehension of the Committee how the Department sanctioned an 
extension of 17 months when the work was according to original 
requirements to be completed within 8 months. It is obvious that 
the original estimate of 8 months for the completion of the work was 
too unrealistic. Secondly, by granting this extension and by allow- 
ing the contractor to take 2 more years, the Department had 
weakened its case before the arbitrator. In the opinion of the Com- 
mittee not only the cost of the work but also the time necessary to 
execute it should be estimated with reasonable accuracy and 
adhered to. 


Loss due to failure to follow the prescribed procedure — para 46 of 
Audit Report, 1959 — pp. 42-43. 

95. An order was placed on a firm by the D.G.S. & D. for the 
supply of five type* .-J ‘sheathed’ cables. Eighteen days after the 
placing of contract the indentor intimated that two of the five types 
were not required. The Purchase Organisation accordingly 
cancelled the orders for the two types without obtaining prior 
consent of the supplying firm which protested against the cancel- 
lation and claimed Rs. 45,000, as compensation. The case went to 



arbitration and the arbitrator awarded a sum- of Rs. 6,039 to the 
firm as compensation plus Rs. 350 as cost of legal proceedings. The 
Purchase Organisation also did not inform the indentor of the finan- 
cial repercussions of the cancellation of the order. The latter stated 
in October, 1955 that had he been informed of the financial repercus- 
sions involved he would have made alternative arrangements to 
keep the contract alive. 

The Committee were given to understand that Government were 
not satisfied with the arbitrator’s award. In the light of the experi- 
ence of similar cases, Government have revised the procedure for 
arbitration and reference of cases thereto. The Covimittee, however „ 
cannot overlook the omission to follow the prescribed procedure on 
the part of the Purchase Organisation which was responsible for the 
payment of compensation in this case. 


Loss due to failure to effect risk purchase within the prescribed 
period — para 47 of Audit Report. 1959 — p. 43. 

96. The D.G.S. & D. placed a contract with a firm for the supply 
•f teak logs by the 1st February, 1954 which date was extended to 
15th March, 1954. As a result of the inability expressed by the firm 
on 17th March, 1954 to execute the order, the contract was cancelled 
on the 6th September, 1954 at the risk and expense of the firm. 
Tenders were invited for repurchase in January, 1955 and a contract 
at an extra cost of Rs. 25,375 was placed on 24th March, 1955, that 
is, more than a year after the firm had expressed its inability to 
supply the logs. As the repurchase was not done within six months 
of the breach of contract only an amount of Rs. 8,500, being the 
difference between the contract price and the price prevailing near 
about the date of breach of the contract could be recovered and the 
balance of Rs. 16,875 was loss to Government. 

It was admitted by the D.G.S. & D. that there had been a lapse 
on the part of the Assistant dealing with the case for which his 
'grave displeasure’ had been communicated to him. Further instruc- 
tions had been issued for the maintenance of purchase registers by 
all purchase officers in respect of cases falling within their financial 
powers to keep them in touch with the day to day progress of the 
execution of orders. The Committee feel that such a step was long 
overdue. They trust that Government will ensure that the registers 
ere properly maintained by the purchase officers and an effective 
watch kept over the progress of execution of indents against the date 
of supply of the stores as specified by the indentor. 
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Loss due to discrepancy between the terms of the tender enquiry and 
the contract — Para 48 of Audit Report, 1959 — p. 43-44. 

97. An overseas Mission issued in September, 1956 telegraphic 
tender enquiries for the supply of cargoes for foodgrains stipulating 
that “the vessels shall be free of discharge expenses” which meant 
that these expenses would be borne by the buyer and not by the 
supplier. The standard contract forms drawn up by the Mission 
provided that expenses on hire of cranes at the ports of discharge 
were to be borne by the suppliers. Four out of the five firms on 
whom orders were placed accepted the terms in the standard con- 
tract forms but one asked for the deletion of the provision relating 
to payment of crane hire charges. The Mission did not take any 
clarificatory action at this stage. Three of the five firms resisted 
payment of the hire charges in full and the fourth in part. 

In evidence, the Secretary to the Ministry of Works, Housing and 
Supply informed the Committee that as a result of further negotia- 
tions they had been successful in recovering from the Shipping 
Companies about 79% of the entire discharge expenses (on crane 
hires etc.) incurred by the Government. 

It was brought to the notice of the Committee by the C. & A. G. 
that at the initial stages when the case' was taken up by his Depart- 
ment the India Supply Mission, after consultation with their Legal 
and Financial Advisers, had stated that no recoveries were due from 
the suppliers either on legal or moral grounds. It was only when the 
matter was pressed by Audit that the Mission took effective action 
to recover the expenses from the Companies. The Committee trust 
that the India Supply Mission will be more vigilant in future in safe- 
guarding Government’s financial interests. 

Overpayment to oil companies — para 49 of Audit Report, 1959 — pp. 
44-45. 

98. In September, 1950 a Central Purchase Organisation entered 
into a contract with a company for the supply of imported axle-oil 
which inter alia stipulated that the prices were based on the then 
prevailing rate of import duty and sea freight ra + es ruling on 8th 
June 1950, from USA to Calcutta and that an incre. se or decrease in 
these items would be to the buyer’s account. The f-rm asked for an 
increase over the contract rates for supplies commencing from 1-3-51 
and 20-9-51 on this account, which were readily accepted without 
due verification. On being pointed out by Audit in April, 1953 that 
the increased rates should have been made applicable only to the 
supplies made from stocks imported after the increase in the rates of 
customs duty /freight, Government decided in May, 1957 to recover 
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a sum of Rs. 2,23,210 from the Oil Company. The firm, however, 
took the matter to arbitration and filed counter-claims for Rs. 12 
lakhs (approximately). 

Similar price variation clause occurred in POL contracts with 
other Companies entered into during that period. The Purchase 
Organisation was conducting a review in order to ascertain whether 
any overpayments had occurred on these contracts. 

The Committee feel that the matter is taking too long a time . 
They suggest that in such cases involving large financial repercus- 
sions , , expedition is essential. They would like to be informed of the 
outcome of this case as well as the result of the review that is being 
conducted by the Department in respect of POL contracts. 

Avoidable extra expenditure incurred in purchase of Teak planks — 

Para 52 of Audit Report, 1959 — p. 48. 

99. A Central Purchase Organisation placed a contract on a firm 
for supply of teak planks by 30th April, 1951. The firm 
tendered the stores for inspection on 20th April, 1951 but the Inspec- 
tor refused to carry out the inspection as he had received neither the 
advance acceptance of tender nor the contract copy. On 11th May, 
1951 the Inspector called for a copy of the contract but actually got 
one on 16th June, (the original having been misdirected on 16-5-51), 
Meanwhile, the delivery period of the contract was extended upto 
31st August. 1951 to which the firm's agreement had not been taken. 
When on 25th August, 1951, the Inspector advised the firm that he 
would undertake inspection of stores between 28th and 30th August 
1951, the firm informed him on 28th August, 1951 
that as the original delivery date had already expired on 30th 
April, 1951, and the materials were not inspected before that date, 
they were not prepared to offer material for inspection at that stage. 
The contract was cancelled on 19th January, 1952 in consultation with 
the Law Ministry without any financial repercussions on either s : de. 
Government repurchased the material on 16th May, 1952 from another 
firm at an extra cost of Rs. 24,700. 

In evidence the Committee were informed that suitable acticn 
was being taken against the Section Officer for his failure to send an 
advance copy of the acceptance of tender to the Inspector concerned. 
The Comriiittee would like to be apprised of the action take7i in this 
case. 

Para 63 of Audit Report (Civil) , 1959 — Delay in supply of purchase 
order files to Audit . 

100. Under a mutually accepted procedure aU selected “Purchase 
Order Files” of the Central Purchase Organisation have to be made 
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available for scrutiny by concurrent Audit staff within three days of 
their requisition. According to the Audit Report there has been 
great delay in complying with such requisitions or in answering 
the Audit queries relating to purchase orders. In some cases the 
purchase files have not been made available to Audit even after five 
to six years. 

In evidence the D. G. S. & D. claimed that as a result of subsequent 
instructions issued, the position has considerably improved. From 
a note furnished to them later by the D.G.S. & D. the Committee, 
however, find that it was not so and the position is still far from 
satisfactory. They would strongly urge that adequate and effective 
steps should be taken by Government to ensure that such delays are 
avoided. 


New Delhi; 

The 22nd March 1960. 
Caiira 2, 1882 (Saka) . 


UPENDRANATH BARMAN, 

Chairman, 

Public Accounts Committee. 
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a point to furnish the requisite information to Audit within the 
prescribed period of six weeks. If in exceptional cases it is not 
possible to do so the correct position be furnished to the Committee 
through Audit so as to enable them to arrive at proper conclu- 
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(it) The Committee attach great importance to the even flow of 
expenditure during the year as haste results in waste. 

(Hi) It has been observed by the Comptroller & Auditor General 
that the first can at of financial t prcprhty, viz. that those in 
co Cnd of public ^xp^ndi'ure should exercise the same care 
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11(f) Home Affairs The Committee feel that provision of such a large sum 

for a scheme whhoif ascertaining whether it could be success- 
fully implemented during the budget year was prima facie 
wrong. 
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(«) A note re. the ratio of expenditure on administration of 
Khadi Commission as compared to the amount paid to 
spinners, etc., is still awaited. 
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he Committee trust that Lff.ctlv^ steps will be taken t y the roar c :y 
to bring down the outstanding loans and advances. Thy 
wodd aLo suggest that the Foundry should make a realistic 
assessment of its outstandings with a view to writing off the 
irrecoverable debts so as to present a true statement of accounts. 
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The Committee need hardly emphasise the importance of accurate 
estimation of the production of the factory which is essential 
both for proper control cv.r cost and pioduction and avoidance 
Of waste. Tney trust that a satisfactory arrangement will be made 
expeditiously so as to avoid such shortages and their effects on 
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The Committee understand that the loss to Government on account 
of rent, etc. of vacant residential buildings could not be ascertained 
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They learn that the Union is existing and is working for Governr 
ment in certain other spheres. The Committee, therefore, 
urge that an enquiry into this case should be started without 
any further delay and the responsibility for the losses fixed. 
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schedules for the construction of tracks were revised twice within 
less than two years, and the actual execution was far behind the 
revised schedules. 
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S.Al. & F. (D^ptts. of I & (ii) In the opinion of the Committee, there was an unnecessary 
S and M.& F.) competition between the Hindustan Steel Ltd., and the National 

Coal Development Corporation for the purchase of the shovels 
which was taken advantage of by the suppliers. 
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(it) The Committee are not convinced by the plea that circums- 
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M. & F. The Committee endorse the views of the Estimates Committee 

— expressed in para 107 of their 33rd Report (Second Lok Sabha) 

(Deptt, of I. & S.) that purchase of the machinery would have been to the advantage 

of the Company. 
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The Ministry should enquire into the case of infructuous expenditure 
referred to in para 46 of Audit Report, 1958 and rectify defects 
if any in the procedure. If, on the other hand, the enquiiy re- 
vealed personal lapses suitable disciplinary action should be 



■niture was declared unserviceable there appeared to be 
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The Committee trust that Government will ensure that ‘purchase 
registers’ are properly maintained by purchase Officers and an 
effective watch kept over the progress of execution of indents 
against the date of supply of the stores as specified by the inden- 
tor. 
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APPENDIX D 

(Referred to in paragraphs 28 of the Report) 

SINDRI FERTILIZERS & CHEMICALS LTD. 

1 . Rated capacity not achieved according to the original estimates — 
para 51 of Audit Report 1958 — page 53. 

The production during the financial years has been as follows: — 
Years Production in long tom Daily average 

1956*57 T3.33.70S 9H 

1957- 58 3 . 32,031 909 

1958- 59 3 , 30,122 905 

1959 April to 

end of October, 59 1 , 64,312 767 

The reasons for the slightly lower production in 1958-59 compared 
to 1956-57 was that certain heavy maintenance jobs were required 
in the gas plant. These do not occur annually. The production 
during 1958-59 wbs lower mainly due to the unusual fire accident in> 
the power house during July 1958. The loss due to this has been 
conservatively estimated at about 1,500 tons, but is possibly slightly 
more. About 600 tons of ammonia were sold. If all these are taken 
into account, the production in 1958-59 is not very different from, 
the production in 1956-57. 

2. As regards the lowering in production from April 1959 to 
November 1959, the causes have been (a) The trial runs and guaran- 
tee test runs of Montecatini plants took place during this period and 
since the lean gas plant could not supply enough gas for coke oven 
under-firing, semi-water gas had to be spared in large quantities. As 
a result of this, the loss in ammonium sulphate production has 
amounted to 8,700 tons (b) Coal supplies seriously got dislocated 
from about November 1958 and both Lodna washed and Loyabad 
coals were not available as they were diverted for Steel Ministry. 
During the electrification on Grand Chord Line, the Dishergarh coals 
could not be had fresh and had to be used from the old stocks and as 
a result of the deterioration of these coals on storage, the coke 
manufactured showed less reactivity and gas make. As a result of 
Lodna and Loyabad coals being absent, the ash fusion of coke pro- 
duced was generally low and uncertain. The unprecedented heavy 
rains dislocated even the supplies of existing coals at the factory and 
for some time cut out the supplies of Giridih coals, which used to put 
up ash fusion temperature, though not making more gas as when 
Lodna washed and Loyabad are used. 
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(c) Additional generator hours of about 624, equivalent to nearly 
960 tons of ammonia or 3,000 tons of sulphate were lost due to break* 
down of grate rack of No. 1 generator, which necessitated the lower- 
ing of generator bottom and replacement of new parts. 

(d) Due to the purity of gypsum having gone down very low on 
many occasions, the losses of sulphate in chalk have been higher 
than normal. The reason for the tendency towards poorer quality 
in supplies is due to the fact that most of the higher quality has 
been removed. 

(e) Some of the essential major items of maintenance as per the 
designers, were programmed to be taken up on the installation of the 
9th gas generator, which, however, has been delayed beyond expecta- 
tion, with the result the other generators are working less efficiently 
than they should otherwise have. 

3. As regards fluctuation in the monthly productions during 1958- 
59, there is nothing unusual. The over-hauling of time consuming 
jobs are programmed mostly for the summer months when the pro- 
duction comes down due to decreased volumetric efficiency of com- 
pressors and higher temperatures of cooling water. It may also be 
mentioned that the hydraulic troubles in summer months are more 
than in cooler months. The plant is designed to produce more in 
cooler months than in summer and consequently the variations in 
monthly productions are to be noticed during any year and not 
particularly confined to 1958-59. 

* * * * * * 
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LIST OF AUTHORISED AGENTS FOR THE SALE OF PARLIAMENTARY 
PUBLICATIONS OF THE LOK SABHA SECRETARIAT, NEW DELHI-l 


Agency Name and address Agency Name and address Agency Name and address 
No. of the Agent No. of the Agent No. of the Agent 


1. Jain Book Agency, Con- 26. The International Book Ser- 50. Chanderkant Chiman La 

naught Place, New Delhi. vice, Deccan Gymkhana, Vora, Gandhi Road, Ah- 

2. Kitabistan, 17-A, Kamla Poona-4. medabad. 

Nehru Road, Allahabad. 27. Bahri Brothers, 188, Laj- 51. s. Krishnasvvamy & Co.. 

3. British Book Depot, 84, pat Rai Market, Delhi-6. p. o. Teppakulam, Tiru- 

Hazratganj, Lucknow. 28. City Booksellers, Sohan- chirapalli-i. 

4. Imperial Book Depot, 268, ganj Street, Delhi. 52. Hyderabad Book Depot, 

Mam Street, Poona Camp. 29. The National Law House, Abid Road (Gun Foundry), 

5. The Popular Book Depot Near Indore General Lib- Hyderabad. 

(Regd.), Lamington Road, rary, Indore. M r , . h - « no 

Bombay-7. 30. Charles Lambert & Co., 5 3 - G ™ h * S S! 

6. H. Venkataramiah & Sons, 101, Mahatma Gandhi ’ 

Vidyanidhi Book Depot, Road, Opp. Clock Tower, lhura Road > Ncw Dclhl * 

New Statue Circle, Mysore. Fort, Bombay. 54 *^)- C. V. Venkitachala Iyer, 

7. International Book House, 31. A. H. Wheeler & Co. (P) Near Railway Station, Cha- 

Main Road, Trivandrum. Ltd., 15, Elgin Road, Allah- lakudi. 

8. The Presidency Book Sup- abad. 55. The Chindambaram Pro- 

plies, 8-C, Pycroft’s Road, 32. M. S. R. Murthy & Co., vision Stores, Chindambaram. 
Triplicane, Madras-5. Visakhapatnam. 56* K.M. Agarwal & Sons, 

9. Atma Ram & Sons, Kash- 33 * The Loyal Book Depot, Railway Book Stall, Udai- 

mere Gate, Delhi-6. Chhipi Tank, Meerut. pur (Rajasthan). 

10. Book Centre, Opp. Patna 34. The Goods Compansion, 57* The Swadesamitran Ltd., 

College, Patna. Baroda. Mount Road, Madras-2 . 

11. J.M. Jaina& Brothers, Mori 35. University Publishers, Rail- 58. The Imperial Publishing 

Gate, Delhi-6. way Road, Jullundur City. Co., 3, Faiz Bazar, Darya- 

12. The Cuttack Law Times 36. Students Stores, Raghunath ganj, Delhi-6. 

Office, Cuttack-2. Bazar, Jammu-Tawi. 59 - Azeez General Agency, 47, 

13. The New Book Depot, Con- 37. Amar Kitab Ghar, Diagonal Tilk Road, Tirupati. 

naught Place, New Delhi. Road, Jamshedpur-i. 60. Current Book Stores, Ma- 

14. The New Book Depot, 79, 38. Allied Traders, Motia Park, ruti Lane, Raghunath Dadaji 

The Mall, Simla. Bhopal. Street, Bombay-i. 

15. The Central News Agency, 39. E. M. Gopalkrishna Kone, 6l A .P T am bulineam Trade 

23 / 90 , Connaught Circus, (Shri Copal Mahal) North Rep^entahveTMaActing 

New Delhi. Chitrai Street, Madura. Consultant Prudential Rank 

16. Lok Milap, District Coun ^Friends Book House, Building, ufshtoap-ti Roatf 

Road, Bhavnagar. M.U., Aligarh. Secunderabad 

17. Reeves & Co., 29, Park 41. Modern Book House, 286, ( K r Aseervandam & Sons 

Street, Calcutta-16. Jawahar Ganj, Jabalpur. aouelmer P O Oncoh ’ 

18. The New Book Depot, Modi 42. M. C. Satkar & Sons (P) Disit rAndhil? ’ 
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PART I— REPORT 




MINISTRIES OF EDUCATION AND SCIENTIFIC RESEARCH AND 

CULTURAL AFFAIRS 

Audit Report (Civil), 1958 

Drawal of funds against letters of credit — para 20 (a), pages 19-20. 

The Ministry of Education was allowed to draw funds, since 1949-50, 
against letters of credit for expenditure on various schemes, subject to 
detailed accounts in respect of such withdrawals being submitted to 
Audit monthly. In contravention of the orders in nearly all cases, 
consolidated accounts for the total amount drawn were rendered by 
the Ministry long after completion of the schemes. Out of the total 
amount of Rs. 57*91 lakhs drawn during the years 1955-56, 1956-57 
and 1957-58, accounts for amounts aggregating Rs. 45*56 lakhs were 
outstanding as on the 31st March, 1958. Even on the 15th July, 1959, 
detailed accounts for Rs. 12*73 lakhs drawn during these years had 
still to be rendered to Audit. Of a sum of Rs. 17 lakhs similarly 
drawn during 1958-59, accounts for Rs. 14*23 lakhs were outstanding 
on the same date. 

2. In evidence, the Committee were informed by the Secretary, 
Ministry of Education that the funds in question were made over to 
the Directorate of National Cadet Corps (Ministry of Defence) for 
organising A.C.C. Camps in various parts of the country. The delay 
in submission of accounts was occasioned by the fact that the accounts 
of the Directorate had to pass through a number of channels before 
finalisation. 

3. The Committee attach great importance to submission of 
accounts in time . Non-submission of accounts for sums of this mag- 
nitude is fraught with grave risks. They fail to understand how 
year after year additional funds were paid without first obtaining an 
account for the moneys already paid. The Committee are hardly 
convinced by the explanation of the Ministry. They are surprised 
why the Ministry of Finance had also been so complacent about 
this matter. 

4. Delays in the receipt of detailed accounts had resulted in large 
amounts being kept under ‘Suspense’. The Committee have repeat- 
edly emphasised in the past that this practice rvas most indesirable 
as it resulted in presentation to Parliament of a distorted picture of 
expenditure incurred each year on the respective schemes financed 
from the Consolidated Fund. 



5 . The Committee also do not look with favour on the procedure 
of placing funds with subordinate organisations through letters of 
credit. This, in th'ir opinion, not only engenders in the recipient 
organisations a tendency to delay the preparation and submission 
of accounts , but also opens the way for all kinds of frauds } misappro- 
priations , etc. The Committee understand that a revised procedure 
is being evolved by the Ministry in consultation with audit. They 
trust that the neiu procedure will be introduc 'd as early as possible . 

6. In regard to the accounting arrears that have already accumu- 
lated „ the Committee suggest that immediate steps be taken to clear 
them and a report made to them. 

Drawal of Advances — Para 20(b), pages 20-21. 

7. During the years 1955-56 to 1957-58, advances aggregating 
Rs. 8*73 lakhs were drawn on simple receipt forms by the Ministry 
of Education for meeting expenditure on various counts, but detailed 
accounts with vouchers for Rs. 4*12 lakhs only had been rendered 
to audit to the end of August, 1958. Even on the 15th July, 1959, 
detailed accounts for Rs. 2*41 lakhs drawn during these years had 
still to be rendered. Of a sum of Rs. 4*28 lakhs similarly drawn dur- 
ing 1958-59, accounts for Rs. 1*8 lakhs were outstanding on the above 
date. 

Audit of the accounts revealed that the advances were drawn 
generally much in excess of current requirements and that the 
unspent balances were retained by the officers concerned for long 
periods. In some cases, large advances had been drawn at the end 
of the financial year, apparently to avoid lapse of budget provision. 

8. In evidence it was stated by the Secretary, Ministry of Educa- 
tion that the advances in question were drawn for organising 
(i) coaching camps and other sports activities, and (ii) training 
camps for headmasters of secondary schools. The funds had been 
drawn on simple receipt forms for the sake of convenience. 

9 . The Committee regret to observe that in this case too , the 
Ministry of Education had failed, in their duty to ensure expeditious 
submission of detailed accounts to Audit. They desire that prompt 
and effective steps should now be taken to clear off the accounting 
arrears . 

10 . The Committee also feel that it was most improper on the part 
of the officers of the Ministry to have drawn advances much in excess 
of requirements and, retained them for long periods. In their view, 
stern action is called for ago mat those responsible. 
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11. Although it was stated before the Committee by the Secretary, 
Ministry of Education that the practice cf drawing funds on simple 
receipt forms was being lesorted to only in cases where some expen- 
diture had to be incurred on the spot, the Committee find that it was 
not actually so. In 1958-59 the amount of advances drawn by the 
Ministry had exceeded those drawn during any of the three preced- 
ing years The Commit tee trust that the Ministry will go into this 
matter more thoroughly and take steps to restrict this practice to rare 
occasions. 

Avoidable loss due to belated rel^a^e of requisitioned land — Audit 
Report y 1959 — Para 84, page 8-1. 

12. On 10th May, 1944 Government requisitioned a plot of land 
for constructing temporary quarters for the duration of War and six 
months thereafter (i.e, y uptc 30th September, 1946) on an annual 
rental of Rs. 5,021 for the first year and Rs. 4,745 thereafter. In 
1945-46, <* Mocks of quarters were constructed on the land for certain 
Military personnel at a cost of Rs. 86,970. 

The lease was continued upto September, 1953 when it was 
decided to release the land and it was handed over to the C.P.W.D. 
on the 31st October, 1953 for relinquishment. The vacant quarters 
together with certain other materials were sold in March, 1955 for 
Rs. 7,350 but the land was actually released to the owner only in 
January, 1956. This resulted in an avoidable expenditure of 
Rs. 10,280 on land rent and Rs. 3,668 on the pay of chowkidars for the 
pc nod November, 1953 to December, 1955. 

.13 The Committee were informed in evidence that as a prelimi- 
nary to release cf the requisitioned land, the structures thereon were 
to be dismantled and disposed of by auction. Due to delay in receipt 
and -.crutiny of the survey report, an auction could be held only in 
Nn\ nicer, 1954. The sale, however, had to be cancelled as the pur- 
chaM'T t.tdod to deposit the earnest money in full. The materials 
wr;. <* -auctioned in March, 1955. The earnest money was paid by 
• he p'M\ within the prescribed time-limit but the site was not 
cleoM within the specified period. The Committee were informed 
thi. i the earnest money partly paid in the farmer case had been 
forfeited and the question of recovery from the second purchaser of 
the loss on account of rent of land and expenditure on watch and 
ward from the specified date of clearance of site to the actual date 
of clearance was under examination in consultation with the Ministry 
of Daw. The security deposit of the second purchaser was not also 
refunded by Government. The Committee would like to he apprised 
of the final outcome in this case . 
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14. The Committee notice that there was a time-lag of over a year 
between the handing over of the land to the C.P.W.D. for relinquish- 
ment and the first auction. This , in their opinion , was not justified. 
The D.G.S. & D. admitted before the Committee, that his Directorate 
was not equipped for disposing of building and building materials, 
etc. He added that experience had shown that a knowledge of local 
conditions and of the type of structures was necessary and advantage- 
ous and that Central disposal in cases of this type was not advisable. 
The Committee appreciate the point. They would , therefore, like the 
Ministry of Works , Housing and Supply to examine the feasibility of 
simplifying the exisiting procedure regarding disposal of dismantled 
materials and of other stores which require knowledge of local condi- 
tions on site with a view to ensuring that the time involved in their 
disposal is reduced to the barest minimum. 



MINISTRY OF EXTERNAL AFFAIRS 
Audit Report (Civil), 1959 — Part I 
Avoidable expenditure, para 24, pages 22-23. 

15. A local Administration placed under suspension a temporary 
Executive Engineer on 21st January, 1953, on charges of insubordi- 
nation and inefficiency. It reported the case to the Ministry in 
September, 1953 recommending the officer's removal from service. 
The officer tendered his resignation on 2nd October, 1953 but with- 
drew it on 17th March, 1954 before its acceptance. In December, 
1953, the Administration learnt that the officer was employed by a 
State Government from 11th May, 1953, but the Ministry were 
informed of it only in April, 1954. Order stopping his subsistence 
allowance from April, 1954 was not issued. The officer was debarred 
on 21st December, 1956 from future service under the Central Govern- 
ment. 

The Administration was advised on 29th September, 1955 to 
reinvestigate the charges. The officer's services were terminated 
from 9th December, 1955, on his own request after he had 
undertaken not to press any claims against Government excepting 
subsistence allowance up to the date of termination of his service. 
A total amount of Rs. 14,547 hod been paid as subsistence allowance 
for the period from 21st January, 1953 to 30th November, 1955. The 
officer had also r< ceived Rs. 7,634 from another State Government as 
pay for the period from 11th May, 1953 to 14th April, 1954. 

16. In evidence, the Special Secretary of the Ministry admitted 
that the officer who was only temporary could have been discharged 
from service on a month's notice. But unfortunately that was not 
done and the S.E., although not competent under the rules, had 
drawn up regular proceedings against the officer. Once the proceed- 
ings had been drawn up, the legality of discharging the officer from 
service on a month’s notice became questionable and regular pro- 
ceeding^ as laid down in the Classification, Control and Appeal Rules 
had to be gone through. 

17. The Committee are amazed that an officer of the standing of 
a S.E . should have been so grossly ignorant of his powers in regard 
to disciplinary matter under the Classification , Control and Appeal 
Rules . They were given to understand that the Ministry of Finance 
had recently recirculated among the officers the Classification , 
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Control civd Appeal Rules for careful study and strict compliance. 
The Committee trust that in future Ministries would take serious 
notice of procedural lapses in instituting disciplinary cases by 
Officers so that Government arc not put to unnecessary loss as in 
the present case. 

18. The Committee inquired why the Ministry did not stop pay- 
ment of subsistence allowance from April 1954 to the Officer when 
they came to know of his employment under a State Government. 
The Secretary explained to the Committee that in accordance with 
the advice or the Ministry of Home Affairs any such order c-m'd 
issue only “after all the formalities, including the advice of the 
UP.S.C. has been taken into consideration. . . . Under the so 

long as he is under suspension he must get a subsistence allowance”. 
The Committee are not satisfied with this explanation. It is obvious 
that the right to subsistence allowance automatically ceases token 
an officer takes up employment, elsewhere. 

Appropriation Accounts (Cavil), 1958-57 — Vol. VI 
Giant No. 28 — External Affairs 
Infructuous expenditure, note 9, page 27. 

19. About 1000 copies of a Quarterly Review in Russian published 
by the Indian Mission at Moscow in April, 1955 and March, 1956 had 
to be scrapped due to defective translation and printing resulting in 
a nugatory expenditure of Rs. 5,258. 

20. In evidence, the Committee were informed that as printing 
charges in Moscow were heavy the Ministry thought of printing the 
material at Rome at a cheaper rate. As for the recurrence of mis- 
takes in the second issue, the Committee were informed that the 
Mission thought that the mistakes would not be repeated as a Pro- 
fessor of Russian had been engaged in the translation work. 

21. The Committee find it difficult to accept these explanations. It 
is surprising that the Mission did not take adequate steps to ensure 
that the mistakes detected in April, 1955 did not recur in March, 1956 
when the publication was printed again . They trust that the Min- 
istry will take steps to avoid such mistakes by our Missions in future. 

Appropriation Accounts (Civil), 1957-58 — Vol. VI 
Grant No. 23- — External Affairs 
Waiver of recovery , note 8(ui), page 45. 

22. A contract officer of an Indian Mission abroad had been sanc- 
tioned and paid foreign allowance at the rate of Hs. 400 p.m. as for 
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married officers instead of Rs. 300 p.m. admissible to him as a 
bachelor. The mistake came to light in April, 1954, by which time a 
sum of Rs. 4,916 had already been overpaid. Government ordered in 
December, 1955, the waiver of a sum of Rs. 3,716 and the recovery of 
the balance of Rs. 1,200 in easy instalments. 

23. The Committee were informed that the order sanctioning the 
foreign allowance was itself defective as it did not indicate the d life- 
rent rates for married and unmarried officers. It was pointed out by 
Audit that while the order indicated the rates for married and un- 
married officers in the case of other allowances, it did not do so in 
respect of foreign allowance. The omission had escaped detection 
by four officers. Three of them had been admonished while the fourth 
was being asked to give his explanation. The Committee desire to 
he informed of the action taken against this officer after his explana- 
tion has been examined by the Ministry. They trust that there is at 
present proper arrangement in the Ministry for scrutiny of the 
orders of sanction of various allowances to officers in the Indian 
Missions abroad. 

Premature expenditure on the proposed construction of a residence 
for the Head of a Mission , Note 9, page 46. 

24. An Indian Mission abroad had acquired on lease in January 

1950, a plot of land measuring about two acres, from a Foreign Gov- 
ernment for the construction of a house for the Head of the Mission. 
In March, 1954, when the bills of quantities (? e. detailed estimates) 
for the house were under preparation, the Mission asked the archi- 
tects not to proceed invitation of tenders as it proposed (Nov- 

ember, 1954) to construct the house on a different site for various 
reasons. Government, however, desired (January, 1955) that the 
house should be built as originally planned. In September, 1956, the 
Mission reopened the proposal for constructing the house elsewhere 
or alternatively for buying a house. This was not accepted by Gov- 
ernment. Again in November, 1957, when the Mission reiterated 
the previous objections to building a house on that site, Government 
did not accept this. Government stated (March 1959) that despite 
the Mission’s objections, they would have liked to go ahead with the 
construction but for the foreign exchange difficulties. The fees paid 
to the architects and the quantity surveyors for dealing with the pro- 
posed construction amounted to Rs. 29,667. The expenditure, includ- 
ing ground rent up to 1957-58, incurred on the acquisition of land was 
Rs. 28,560, which appeared infructuous. 

25. The Special Secretary of the Ministry stated before the Com- 
mittee that the place had lost its attractiveness as a large number of 



small houses of the middle class had sprung up there. He urged that 
as Government could sell the land at a profit, the expenditure of 
Rs. 28,560 on survey and plans was not infructuous. As there was a 
proposal to build staff quarters on that land it was just in the nature 
of maintenance charges. 

26. The Committee feel that this is a case in which the Mission did 
not care to implement the decision of Government . The land has 
remained unutilised for ten years . If the land value had risen in the 
meantime — it was fortuitious — it cannot he put forth as a plea to 
justify the expenses incurred by Government especially when specu- 
lation in land-values is not a function of Government and less so in 
a foreign country. The Committee ivould like to know the yearly 
expenditure on rental , etc., the present arrangements for housing th° 
staff , the savings that would, result by building quarters for the staff 
and the total expenditure likely to be involved by such a construc- 
tion and the time that would be taken for building the quarters. 



MINISTRY OF FOOD AND AGRICULTURE 
(DEPARTMENT OF AGRICULTURE) 

Audit Report (Civil), 1958 — Part I 

Delay in execution of a scheme, para 22, pages 21-23. 

27. A Pilot Plant of the Forest Research Institute at D hra Dun was 
purchased for production of different types of paper and boards from 
indigenous raw materials, at a cost of $391,807 by the Ministry af.er 
direct negotiations from a certain firm in the U.S.A. without the inter- 
vention of the India Supply Mission, Washington. The project for 
which the plant was ordered had been decided upon in 1946, and the 
broad specification of the plant had been settled by an Expert Com- 
mittee. An Officer was specially deputed to make the purchase of 
the plant abroad and put through the scheme. The scheme did not 
make progress although lie was given extension of service for three 
years. In July, 1950 six months after his retirement, it came to light 
that there was an omission to place orders for certain important 
parts essential for commissioning the plant. 

The capacity of the pulping and stock preparation plant, approved 
by the Expert Committee in February, 1948, was found in May 1950 
to be inadequate and a completely new pulping equipment at an 
additional cost of Rs. 15 lakhs was considered necessary. The cons- 
truction of the requisite buildings for the Project did not also pro- 
gress satisfactorily due to lack of specialised knowledge on the part 
of the local engineers and non-supply of basic engineering data by 
the firm supplying the pilot plant. Arrangements made under Tech- 
nical Co-operation Agreements in 1952, 1953 and 1956 for the procure- 
ment of machinery and engineering services from the firm were also 
not effective, as supplies were delayed for long periods and addi- 
tional payments demanded. Under the agreement of June 1957, the 
firm was to supply various engineering services and equipment by 
September, 1958. The project was now estimated to cost Rs 58*79 
lakhs. According to the Audit Report, doubts were being expressed 
in August, 1957 whether the Institute would at all be a suitable place 
for putting up a plant of this size, because the raw materials required 
for feeding it would not be available locally. The possibilities of 
using it for producing special quality paper were being explored as 
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the full capacity of the plant might not be utilised for research and 
training. 

28. The Comviittee deplore the way in which the Ministry had set 
about planning and executing a project of this nature. They were 
given to understand that the firm with whom orders were placed for 
equipment had no experience in that line of manufacture either. 

29. The Committee were concerned at the large expenditure 
already incurred on this project without any return and desired to 
know how it was proposed to utilise the plant. They were informed 
that, an agreement had been entered into with thje local mills for the 
supply of raw material in the shape of bamboos, waste papers etc., 
until the pulping section of the plant was ready. 

The Committee could not appreciate how manufactzire of paper 
from th'se raw materials would facilitate research on manufacturing 
paper from ‘ indigenous raw materials’ . They, therefore, desired 
that with a view to utilise the plant to its full capacity the feasibility 
of manufacturing special qualities of paper such as for security 
printing be examined and a note furnished to them. 

30. From the note (Appendix II) furnish' d by the Ministry, the 
Committee find that a special Committee appointed in November 
1937 had observed that the prospect of running the plant on a com- 
mercial scale to utilise its full capacity was not likely to be f a,;ible. 
It should be worked only for purposes of research and education for 
which it was meant and limited supplies of special types of paper be 
manufactured within available resources of power and water and 
after working out the economics of such a project carefully. The 
possibility of manufacturing security paper also appeared remote as 
the Ministry of Finance who had earlier asked for transfer of tlr 
plant, for manufacturing security paper at Nasik was not interested 
in operating it in Dehra Dun. 

31. The Committee understand that the entire plant was expected 
to go into production in March, 1960 and the feasibility of producing 
special type of paper would be investigated soon and if it proved eco- 
nomical, production of such paper would be taken up to t!v> extent of 
the spare capacity available after the requirements of training and 
research had hern fully met. While the Committee would like to 
watch th * working of this plant, they cannot help observing that the 
entire project was ill-conceived. 

Non-recovery of dues — Para 24, page 24. 

32. The Forest Department, Andamans gave a licence and a lease 
to a private firm, in 1951, for extraction of timber in certain forests 
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in Andaman Islands. The terms of the lease provided that the firm 
would extract every year a specified quantity of timber and pay 
royalty on that quantity. Failure to do so would entitle Govern- 
ment to collect royalty at the agreed pate also on all shortfalls in the 
years 1951 — 54 taken together, and thereafter for each year separate- 
ly. The guaranteed quantitv of timber was not extracted by the 
firm during the years 1951—54, 1954-55, 1955-56 and 1956-57. But the 
recovery of royalty due on shortfalls amounting to Rs. 21,28,201 which 
the firm was legally liable to pay, had not been made. It was stated 
by the Ministry in September. 1958 that the ceilings prescribed for 
annual extraction under the agreement, were being revised and that 
meanwhile the recovery of the royalty due on shortfalls had been 
postponed. 

33. The Committee were inform* d that according to the Inspector 
General, Forests the quantity of timber prescribed in the agreement 
was based on an irv'ornpletr* appreciation of the working plans and 
the capacity of the forests and was on the high side. It was, there- 
fore, proposed to revise the ceiling of quantity of timber to be ex- 
tracted on a realistic basis. 

34. The Committee find it difficult to appreciate this plea at this 
stage as they were earlier informed that of the 9 tenders this firm of 
contractors offered 78 r / as royaltu wh'dc the others 47% and below ; 
the offer of this firm was accented by Government as it was most 
favourable and the firm had h ne experience in timber business in 
Burma and was therciore competent to fulfil the terms of the con- 
tract. The?/ disapprove strongly the tendency to bring hi considera- 
tions which should rightly have be^n taken into account at the time 
of entering into the contract . Such action cuts at the very basis of 
competitive tendering. There is also the risk of contractors assum- 
mg that they can always disregard the terms of contract with im- 
punity, if penalties arc waived on a posteriori considerations . 

35. The Committee understand that, the question of recovery of 
royalty on the shortfalls is under the active consideration of Govern- 
ment. They desire that th» matter should be settled quickly as the 
amount due is reported to be Rs. 51.49 lakhs upto 1957-58. 

Audit Report, 1959 

Avoidable extra expenditure due to diversion of a vessel from 
Vishakhapatnam. to Kakinada , para 27, pages 25-26 

36. A contract for the supply of ammonium sulphate f.o.b. was 
placed on behalf of the Agriculture Ministry abroad in November, 
1956. The seller was responsible for chartering transport to India. 
2012 (Aii) LS — 2 
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Intimation was sent on 30th August, 1957 that a vessel with about 
10,100 tons of fertilizers had sailed on 23rd August, 1957 for Vishakha- 
patnam. The Transport Ministry suggested on 10 th September, 
1957 that the vessel should be diverted to another port as Vishakha- 
patnam port was heavily congested at the time. This request was 
communicated to the Supply Mission only on the 5th October, 1957 
with the suggestion that the switch-over should be made without 
payment of extra freight. The vessel arrived at Vishakhapatnam, 
however, on 8 th October, 1957 but was unable to berth. After pro- 
tracted negotiations, the shipowners agreed on 21st October, 1957 to 
divert the vessel to Kakinada on payment of extra freight of Rs. 2.38 
per long ton provided the lay (unloading) time would commence 
from the date of arrival ( 8 th October, 1957) of the vessel at Vishakha- 
patnam and not 24 hours after receipt of the vessel’s notice of arrival 
in port and readiness to discharge. Government agreed on 24th 
October, 1957 to the proposed terms of diversion except that the lay 
time be calculated as per Charter Party. On the some day, the ship- 
owners offered to reduce the extra freight from Rs. 2.38 to Rs. 1.19 
per long ton, provided the lay time commenced from the arrival of 
the vessel at Vishakhapatnam and this offer was accepted by Gov- 
ernment on 28th October, 1957. But as the vessel was required to 
pay demurrage charges with effect from 25th October, 1957, the ship- 
owners withdrew their offer of the reduced rate of Rs. 1.19 per long 
ton and insisted on payment of entire freight of Rs. 2.38 per long ton 
which condition was, on 2nd Novt mber, 1957, finally agreed to by 
Government. An extra expenditure of Rs. 1,17,851.27 was accord- 
ingly incurred by the Agriculture Department as below: — 

Rs. 

(i) Ex'ra freight on 10 , 100*326 long tons at 

Rs. 2 38 p.r L. T. . . . 24 , 048*38 

(ii) Demurrage at Kakinad 1 and Visha- 
khapatnam 93,802 89 


1 , 17 , 851-27 

37. In evidence, the Committee were informed that the Ministry 
of Transport suggested on September 10, 1957 to the Ministry of 
Works, Housing and Supply about the diversion of the vessel to 
Kakinada but a delay of about a month occurred before the Mission 
could be informed of the decision to divert the ship to another port 
without payment of extra freight. After receipt of this communi- 
cation, a controversy arose between the India Supply Mission, 
Washington and the India Store Department, London as to who 
should handle the negotiation for diversion. Ultimately the Indie 
Supply Mission sent a telegram to the shippers on 17th October (9 
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days after the arrival of the vessel at Vishakhapatnam Port) for 
diversion of the vessel. 

38. The Committee deplore the routine manner in which the 
Ministries concerned had acted in this case without appreciating the 
need for urg nt action . In their opinion , the Ministry of Transport 
could well have taken up the matter direct with the Agriculture 
Department in this case under intimation to the Mission. Likewise 
the India Supply Mission could have taken up the matter immediate- 
ly with the shippers without raising a controversy . It was urged 
that the India Supply Mission had no powers to negotiate the terms 
of diversion as it was not a party to the contract or to the Charter 
Party and had to obtain the approval of Government b' fore accept- 
ing the terms. The Committee would suggest that Government should 
consider the question of delegation of powers to Missions for negotia- 
ting diversion of vessels when ver necessary to the best advantage of 
G( verrnnent. The Committee were informed that to avoid such 
situat.ons in future , alternative ports of destination were included in 
the Charter Party. They trust that this tog ther with delegation of 
more powers to Missions abroad . as suggested above , will avoid re- 
currence of such cases. 

(DEPARTMENT OF FOOD) 

Audit Report (Civil), 1958— Part I 

Loss due to non-delivery of foodgrains by a transport contractor, 
para 23, pages 23-24. 

39. The Food and Procurement Department of a Centrally Admin- 
istered Area entrusted to a contractor the work of transporting food- 
grains from a distant sub-divisional godown to the central godown 
in the Capital without any agreement and with no safeguard for 
ensuring delivery of consignm nts. The time normally required for 
the movement of stock was 2 to 3 days but the contractor took nearly 
12 months for transporting 755 maunds out of a total quantity of 1,675 
maunds handed over to him and stopped delivery of the remaining 
stocks (estimated at Rs. 15,374). A criminal case was instituted 
against the contractor on September 20, 1956. As the prosecution 
could not produce certain important registers and prove that the 
foodgrains entrusted to the contractor had not been delivered to 
Government, the case was dismissed by the Court. Government 
initiated on 31st August, 1957 departmental proceedings against the 
officers at fault, the result of which was still awaited. A civil suit 
against the contractor had been instituted on 4th May, 1959. It was 
stated that final action for the adjustment or refund of the security 
deposit to the contractor would be taken after the civil suit was 
decided. 



14 


40. The Committee enquired how the contractor was allowed to 
start transporting the foodgrains before he had executed a contract. 
The Secretary of the Ministry stated that as it was procurement time 
the contractor was allowed to start the work before executing the 
agre ment. The Committee are not satisfied with this explanation. 
They are also perturbed oror the unduly long delay in finalising 
departmental vroceedinqs. The Board of Enquiry set up in Febru- 
ary, 1959, to encmirc into the causes of the loss and to fix responsibi- 
lity submitted its report in November 1959. The Committee would 
like to he informed of the action taken by the Government on the 
various recommendations of the Board of Enquiry as well as the 
result of the court case. 

Avoidable extra expenditure on the chartering of vessels, para 26, 
page 25. 

41. Two ships belonging to an Indian Shipping Corporation (in 
which the Government held 74 per cent of the share c t apital) were 
chartered by an Indian Miss : on abroad for the shipment of foreign 
wh at purchased by Government in December, 1955 and March, 1956. 
The ships were chartered through the London Agent of the Indian 
Shipping Corporation instead of through the Director General of 
Shipping as required under the proscribed procedure (which the 
Mission had followed earlier in such cases). This deviation from 
the normal practice resulted in avoidable pavm nt of P2,022 
(Rs. 26 960 approx) as brokerage and commission by th Shipping 
Corporation to its London Agent. 

42. It was explained to the Committee that deviation from the 
prescribed procedure was due to an oversight for which the Ministry-, 
the Director General of Shipping and th' High Commission L>r India, 
London were all responsible. The consequences of the deviation 
from the prescribed procedure were not fully approbated at that 
time as no ships were chartered in the preceding two years and as 
the wheat for which the ships were chart red, was to be shipped 
urgently. 

43. The Committee suggest that whenever deviations from the 
prescribed vrocedure are made ad hoc the full consequences thereof 
should be examined by all the Ministries /Departments concerned 
They trust that such mistakes will not recur. 

Unprofitable outlay on Buhler Grain Discharging Plant , para 27, 
page 25. 

44. A mechanical plant intended to facilitate the discharge of 
ships carrying grain in bulk was purchased by Government for 
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Rs. 4,47,188. The plant was received in September 1955 ond was 
erected at Bombay docks m the first week of February, 1956 on a site 
taken cn lease. A sum of Rs. 1,01,685 was sp nt on its erection and 
maintenance till August, l!k>3. But the plant had not been operated 
till October, 1958 (except for about a month in August, 1957 at the 
Naval Docks) due to the opposition from local stevedoring interests 
who appr hended that the mechanisation of the unloading operations 
would lead to large-scale unemployment. 

45. In evidence, the Secretary of the Ministry urged that such 
mechanical aids at ports would prove more economical and help in 
the expeditious cl aronce of the docks. But Government had not 
succeeded in persuading the labour so far. The Committee p >inted 
out that the advantages of the plant can accrue only if it was used and 
enquired whether th possibility of installing the plant at other ports 
was investigated. They were informed that the matter was under 
examination in consultation with the Ministry of Transport. The 
expenditure oj Rs. 1,01,685 already incurred upio August , 1958 on its 
erection and maintenance at Bombay Port together with th? rent of 
site on which erected and the further expenditure on these counts 
till the plant is shifted to another port must be regarded as infrur - 
t turns. 

Loss due to belated diversion of food shipment — para 28, page 26 

46. In February, 1957, a vessel was chartered by an Indian Mission 
abroad to carry a shipment of whea 1 from California to Bombay via 
the Pacific, at a fr ight rate of 1 92 ^ sh (Approximately Rs. 128) per 
ton. The ship sailed from California on 4lh May, 1957 for Bombay, 
where she was expected to reach on 27th June, 1957. The expected 
heavy arrival of other food ships, in June, 1957, in Bombay Port as 
a result of the re-opening of the Suez Canal in March, 1957 was 
known to the Ministry by the last w r eek of May, 1957. It was, how- 
ever, decided by Government only on 18th June, 1957, to divert it to 
Madras and Calcutta, because of the congestion at the Bombay Port. 
The diversion took place when the ship was just off the wes: coast 
of Ceylon and this involved Government in an additional freight 
expenditure of Rs. 97,000 in all (at 15 sh. or Rs. 10 per ton). 

47. In evidence, the Committee were informed that there had been 
no delay in faking the decision to divert the ship as the agents of the 
ship concerned offered to divert it on the 18th June, 1957 on payment 
of 15 sh. per ton and on the same date their offer was accepted. In 
reply to a question, the Committee were informed that the agents of 
the ship owners in India were contacted first on the phone on the 7th 
June, 1957 for the diversion of the ship. It was, however, brought to 
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the notice of the Committee that the Ministry had approached the 
shipowners for diversion of other ships even in the third week of 
May, 1957, and had that been done in respect of this ship, the extra 
payment could have been avoided. Further, on 29-5-1957, the I.S.M. 
Washington advised the Ministry to negotiate direct with the ship 
agents in Bombay for diversion of the ship. Instead of acting on this 
advice, the Regional Director Food, Bombay, approached the Railway 
Board and other authorities to explore the possibilities of diversion 
of ships to other Ports. A formal letter for the diversion of this 
ship was actually written only on the 17th June, 1957. 

48. It was urged before the Committee that diversion of ships and 
the terms therefor were to be mutually agreed upon between the 
Government and the shipowners and a letter for diversion could be 
issued only after the terms were settled. The Committee are unable 
to accept this plea since such diversion being an urgern matter, it 
should be possible to settle the terms without delay. They are also 
of opinion that earlier approach to the agents could have facilitated 
the diversion without payment of extra cost m as much as ships 
coming via the Pacific from the West Coast of America would prefer 
to call at ports on the East Coast of India as the freight rate to 
eastern ports was cheaper by Rs. 7 per ton. The extra payment was 
apparently demanded by the shipowners at the instructions for the 
diversion of the ship were issued when it was too late. 

49. It was also brought to the notice of the Committee that there 
was a general reluctance on the part of the shipowners to go to 
Indian ports specially Calcutta as they apprehended delays in dis- 
charge. It was reported that a sum of about Rs. 60 lakhs was paid 
mostly as demurrage charges in 1957-58. The Committee feel that 
this is a matter which Government should look into in consultation 
with the Port Trusts concerned. 

Non-recovery in full of contractual dues from four firms, para 29, 

pages 26 — 28. 

50. Contracts were placed on four Indian firms for the purchase 
of an aggregate quantity of 57,000 tons of imported sugar (valued at 
Rs. 2-7 crores) which was to be shipped before 31st March, 1954 in 3 
cases and before 15th April in the fourth case. All the four firms 
failed to supply the sugar even after extensions of time were granted 
by the Ministry of Food of their own accord. The Contracts were 
therefore cancelled at the risk and cost of the defaulting firms accord- 
ing to the terms of the contracts and purchases were effected at 
higher rates. Accordingly, the amounts recoverable from the four 
firms for failure to supply sugar came to Rs. 4,00,000; Rs. 1,97,000; 
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Rs. 1,82,827 and Rs. 9,50,000 respectively (Total Rs. 17,29,827). But 
on the representations of these firms, Government decided on 4th 
February, 1955 on grounds of equity that the penal recovery might 
be restricted to a nominal figure equal to one-tenth of the difference 
between the contract price in each case and the lowest price subse- 
quently paid, in 1954, for comparable overseas sugar. On this basis, 
the amounts recoverable worked out to Rs. 22,500; Rs. 15,000; 
Rs. 13,555 and Rs. 58,666 respectively (Total Rs. 1,09721). 

While recovery had been effected out of their security deposits 
from the first three defaulting firms, only a sum of Rs. 10,000 out of 
Rs. 58,666 could be recovered from the fourth firm. The firm had 
failed to deposit the necessary security and had paid only an earnest 
money of Rs. 10,000 along with its tender. The financial standing of 
this firm was not verified by Government prior to placing the con- 
tract although a police report had been received intimating that the 
Director of this firm (with whom the contract was being negotiated) 
had been convicted of certain criminal offences. Subsequent enqui- 
ries showed that this firm’s paid up capital was less than Rs. 10,000 
and that there was no prospect of any money being realised from it 
as damages. 

51. It was explained to Audit that the equitable groifnds on 
which the damages were reduced from Rs. 17,29,827 to Rs. 1,09,721 
were that (i) the firms were let down by their foreign suppliers, and 
as such their failure was due to reasons beyond their control, and 
(ii) that the firms could not open letters of credit in favour of their 
foreign suppliers in time owing to some delay in ascertaining the 
terms and conditions relative to the marine insurance of the sugar 
stocks. 

52. The Committee were informed by Audit that three out of the 
four firms had genuine offers in hand from their principles abroad 
early in March which were kept open for 3-4 weeks. The foreign 
suppliers withdrew their offers as the Indian firms did not open the 
letters of credit. In the meantime prices of sugar had gone up. If so, 
the Committee jeel that it was not correct to say that the firms were 
let down by their suppliers abroad. Nor are the Committee convinc- 
ed by the arguments for the delay in opening letters of credit. The 
Committee feel that such untenable explanations advanced by the 
contractors should not be accepted by Government as it would set a 
bad precedent. In their opinion selection of these firms, who it was 
admitted had no experience in this line, without verifying their 
financial standing and capacity to fulfil the contract was wrong. The 
selection of the fourth firm in particular for a contract of over Rs. 1 
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crore with the full knowledge that the firm iiad only a capital oj 
Rs . 10,000 and that the director who negotiated on behalf of that firm 
was convicted j or criminal breach of trust was questionable . Normal 
prudence required that stricter conditions should have been imposed 
on this firm jor fulfilling me contract. On the other hand, the 
CommiUee are perturbed to find that the firm did not deposit the 
security deposit and that no serious notice was taken of tms failure. 
It was urged l at one stage that the intention was to encourage Indian 
firms. The Commit! e wish co point oar thai if tire requirements oj 
sugar were urgent as urged by tne Ministry , it was hardly the occa- 
sion to experiment in this manner. 

53. iVor were the Committee satisfied with ihe reasons for scaling 
down the liquidated damages. Tne plea that Government purchased 
in chain a large quantity of sugar subsequently at higher prices and 
that there was, therefore , no definite "risk purchase” as such against 
each defaulter and no loss to Government , was untenable. If it were 
accepted, there is a risk of contractors assuming that they can always 
escape the provisions of penalty clauses in their contracts. They 
would like to draw attention to their comments on a similar case in 
para 34 of this Report. 

Appropriation Accounts (Civil), 1030-57 Vol. VII 

Proforma Accounts oj imported fO'odgrains — Grant No. 128 , page 107. 

54. The profit and loss accounts oi 1955-56 and 1956-57 revealed 
losses of Rs. 19 crores and Rs. 15*87 crores against corresponding 
profits of Rs. 2*15 crores and Rs. 1,05 iakhs in the years 1953-54 and 
1954-55 respectively. The proforma accounts for 1957-58 had not yet 
been compiled although they wore due in September, 1958. The 
accounts for 1958-59 had also not been produced. 

55. The Committee were assured that the compilation of accounts 
would be expedited and projonna accounts of the tnaigenous purchase 
of foodgrains prepared. The Committee endorse the suggestion of 
the Comptroller and Auditor General that the accounts of foodgrains 
should give a clear and comprehensible picture of the working of 
the scheme to Parliament and with this end in view, the Ministries 
of Finance and Food mid Agriculture should devise , in consultation 
with Audit, the form in which these Accounts should be prepared. 



MINISTRY OF HOME AFFAIRS 
Audit Report (Civil), 1958 — Part I 

Overpayment to Stevedoring labour 3 para 31, pages 30-31. 

56. The Andamans and Nicobar Administration had requested 
Government sanction in June, 1947 lor the issue of free snacks and 
tea costing approximately annas -/2/- per head per diem to certain 
stevedoring gangs working in two shifts. In the Government sanc- 
tion the rate had, however, been mentioned as 12 annas due to a 
typographical error. That resulted in an extra expenditure of 
Rs. 11,465 in the case of double shifts and an unauthorised expendi- 
ture of Rs. 40,020 on single shift to which the concession was a] so 
extended. Government had ordered in August, 1956, an investiga- 
tion into the irregular expenditure but meanwhile issued ex post 
facto sanctions in August, 1956, and June, 1957 to regularise the above 
unauthu Joed and excess payments. The results of the investigation 
ordered by Government were awaited. 

57. It was admitted before the Committee that the Administration 
was at fault to a certain extent in not having sought clarification 
from Government. But the remoteness of the place and difficulties in 
communication were urged as extenuating circumstances. They were 
not, however, convinced of this explanation as the discrepancy 
(which should have been obvious to the Administration as the} 
themselves had recommended amenities costing As. -/2/- per heau 
only) went on undetected for about eight years. Further, the ex- 
tension of the amenities to single shift stevedoring gangs also by the 
Administration was without justification. In their opinion , this is c 
case in which the persons who allowed these mistakes to go un- 
detected escaped the consequences of then' negligence by the passag - 
of time. The Committee , however, understand that with a view to 
safeguarding against such typographical errors in future , instructions 
had been issued that in expenditure sanctions, all rates, amounts, etc. 
should be given not only in figures but in words as well. As such 
they do not wish to press the case further. 

Audit Report (Civil), 1959 — Part I 
Delay in the issue of expenditure sanction and omission to provide 
funds , para 30, page 28. 

58. Expenditure amounting to Rs. 17,47,528 incurred by the 
Defence Authorities on behalf of the Home Ministry on certain 
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measures during December, 1956 to June, 1957 was passed on for 
adjustment against that Ministry in August, 1957. Further debits 
amounting to Rs. 1,10,619 on that account were also received for 
adjustment against the Ministry in June and November, 1958. As the 
Ministry had not made any provision during 1957-58 and 1958-59 and 
had not issued any expenditure sanction in this regard, the amounts 
were kept under a suspense head outside the Consolidated Fund. 

59. The Committee were informed that the accounts had since- 
been adjusted. The Committee consider this as a serious irregularity. 
Tney have repeatedly deprecated the tendency of keeping large sums 
unaer suspense and tnus vitiating Parliamentary control. In this 
connection , they would invite the attention of all the Ministries to 
their recommendations made m para 14 of their Tenth Report (First) 
Lok Sahha). 

Appropriation Accounts (Civil), 1956-57 — Vol. IX 

Infructuous expenditure, note 9, page 10. 

60. In this case, failure on the part of Delhi Administration to 
intimate to a Flour Mill to stop grinding of grains after the end o: 
rationing on 28th February, 1954 , resulted in an inirustuous expendi- 
ture of Rs. 16 , 484 / 8 /- comprising of the diiference between the grind- 
ing charges on the guaranteed quantity of 90,000 maunds per month 
and the quantity of 57,031 maunds actually ground during the p 
rationing period irom 1st to 9th March, 1954. 

In evidence, the Committee were informed that on the termina- 
tion of ra honing, the Mill had a left-over quantity of 20,000 maunds 
of grains. The Mill wrote a letter to the Deputy Rationing Con- 
troller, stating that, as discussed, it would grind the left over stock 
on the same terms as in the previous agreement but the latter failed 
to reply to this letter. The claim of the Mill to receive the full 
charges for grinding the minimum quantity guaranteed under the 
previous agreement had to be honoured. The Deputy Rationing 
Controller had been asked to explain his failure to reply to the lellc . 
from the Mill. The Committee would like to be informed of the 
action taken by Government in this case and reserve their opinion 
till then. 

Bilaspur Commercial Corporation, note 8, page 77. 

61. Th? sundry debtors as on 31st March, 1958 stood at Rs. 25,878 
as against Rs. 36,325 at the end of the previous year. 

In evidence, the Committee were informed that a sum of Rs. 20,197 
(including a sum of Rs. 20,000 due from an ex-ruler) had been re- 
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covered and that the balance related mostly to various departments 
of the Administration. 

The Committee enquired about the recovery of interest from the 
ex-ruler. From a note furnished to them, the Committee understand 
that the ex-ruler has been requested by Government to make the 
payment of the interest of Rs. 8,447 - 50 due from him, and that they 
proposed to adjust this amount against the amount payable to him 
by Government on account of rent of the buildings occupied by the 
different departments. The Committee would, like to know the latest 
position in regard to this adjustment. 

Rosin and Turpentine Factory, Nahan, Page 179. 

62. The loss in the working of the factory had been increasing 
from year to year as given below: 

1955- 56 Rs. 68,585 

1956- 57 Rs. 4,19,859 

1957- 58 Rs. 6,05,651 

The Committee were informed that the working results of the 
factory had since improved consequent on the termination of the 
present managing agency. The Committee would like to watch the 
workiny of the Factory under the new set-up through future Reports. 

Sundry debtors, page 179 (1957-58 accounts ) 

63. The outstanding sundry debtors at the close of the year 1957-58 
amounted to Rs. 7,90,446 as against Rs. 4,75,362 during the year 
1956-57. 

From a note furnished to them, the Committee notice that an 
amount of Rs. 4.12,131 has been recovered since then. The Com- 
mittee feel that a more energetic drive is necessary to recover the 
balance of Rs. 3,78,315 some of which had been outstanding since 
April, 1952. 

Shortage of foodgrains, note 8, page 278 (1957-58 accounts). 

64. The Committee understand that the Board of Enquiry appoint- 
ed in connection with the case reported in para 23 of Audit Report 
(Civil), 1958 will enquire into this case as well. In view of this, the 
Committee would await the findings of the Board and action taken 
by Government thereon. 
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Grants-in-aid of Rs. 13*92 lakhs to Savva Seva Sangh 

65. The Sarva Seva Sangh is a non-official organisation entrusted 
with the work of development of about 1,000 vil.ages in some dis- 
tricts of the Orissa State which were donated as a result of the 
Bhoodan movement. The scope of work of this Sangh includes inter 
aha irrigation, soil conservation and reclamation, supply of bullocks, 
housing, trailing camps, health, hygiene and sanitation, demonstra- 
tion farms, cattle-breeding centres, intensive paddy cultivation and 
village industries. 


A total grant of Rs. 13' 92 lakhs was made to the above Sangh 
for ihe development of Gramdan Villages in Orissa by the Govern- 
ment of India through the agency of the Orissa State Government — 
Rs. 2 lakhs during 1955-56 and Rs. 11*92 lakhs during 1956-57. Of 
this, the Sangh spent Rs. 6*37 lakhs only. Out of the rema nder 
Rs. 4*50 lakhs had been surrendered and the balance still remained 
to be surrendered (May, 1959). 

66. In reply to a reference, the Ministry of Home Affairs furnish- 

ed details about the grant to the Sangh and how it was utilised 
(Annexure ). It appears therefrom that the accounts of the 

Sangh were audited by private auditors and not by the C. & A. G. 
and that the Sangh did not furnish the accounts in time, even the 
accounts turn shed later in the year 1958 showed certain discrepan- 
cies in the figures. Further grant to the Sangh had been stopped 
by the State Government and the Sangh had been asked to refund 
the unspent ba'ance. The accounts furnished by the Sangh were 
under scrutiny by the State Government. 

67. In evidence, the Committee were informed that the Sangh 
had refunded the balance, but the accounts were stir under scrutiny 
by the Orrisa Government. The Committee would like to have a 
further report in due course , 

68. In reply to a quest'on, the Committee were informed that the 
Sangh was not well-equipped to tackle work and could not produce 
any beneficial results. On the contrary, the Sangh had fa led in 
this enterprise. The Committee regret to learn from t he Secretary 
of the Ministry of Home Affairs that the experiment of trying to 
manage the Gramdan villages through a non-official organisation has 
not been a happy one. 

The Committee view with concern that such works involving 
huge financial comm ; tments should have been entrusted to organisa - 
tions about whose capacity there was no sufficient knowledge or 
data . 
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69. The Committee understood that the accounts of this Sangh 
were not audited by the C. & A. G. It is not clear to them how the 
State Government or the Government of India [ the grant-in-aid 
in this case envisaged in the first proviso to Article 275(1) oj the 
Constitution is slated to have been made by the Government of 
India through the agency of the State Government ] satisfy them- 
selves about the proper utilisation of the grant. The Committee are 
aware that the grants-in-aid under the first proviso to Article 275(1) 
of the Constitution have been made obligatory by the Constitution 
itseif and are not to be determined by Parliament by laio. Never- 
theless , they feel , considering the large sums involved (a sum of 
Rs. 835:42 lakhs was provid d in the year 1959-60 o?i this account), 
a procedure should be devised by which the C. & A. G. will be in 
a position to report to Parliament about the utilisation of the grants 
for the purposes envisaged by the Constitution . 



MINISTRY OF INFORMATION & BROADCASTING 
Appropriation Accounts (Civil), V957-58 — Vol. X 
Grant No. 65 — Broadcasting — All India Radio 

Financial Review by the Director General , All India Radio — page 11. 

70. The loss on the working of the service (excluding the Radio 
publications) for the year 1956-57 excluding custom revenue amount- 
ed to Rs. 1,66,67,415. The corresponding figure for 1955-56 was 
Rs. 1,29,02,430. 

The Committee were informed that at present besides the exter- 
nal services, the A.I.R, was broadcasting for universities, rural 
areas, plan public'ty, schools, etc. the total cost of which services 
was estimated at about Rs. 50 lakhs a year. On this there was no 
commercial r turn. Moreover, the A.I.R., equipped to cater to 
the needs of 10 to 20 million licensees, was serving only 1*6 miTion 
licensees in the country at present. In order to make the radio 
more popular, the programmes put on the air were being improved 
and augment. Erperiments with the diffusion system were also 
under way to increase the number of listeners. 

71. The Committee jeel that much more needs to be done to make 
the public radio-minded. Introduction of a cheap rad ; o set in the 
market will he a measure which would be widely appreciated by 
prospective listeners of small means and the Committee are unhap- 
py to note that Government have not made much headway in this 
direction. It will be worthwhile to enlist the co-operation of the 
private industry in the production of cheaper sets with suitable in- 
centives. Linking the rate of licence fee to the price of a set luill 
act as an incentive to the prospective buyer in the lower income 
group and in turn to the industry. The Committee are glad to 
note that following recommendation in para 119 of their Eighteenth 
Report (Second Lok Sabha) Government have reduc' d the licence 
fee for cheap radio sets (those costing less than Rs. 120 each) from 
Rs. 15 to 7*50 nP. per set. 



MINISTRY OF TRANSPORT AND COMMUNICATIONS 
(DEPARTMENT OF TRANSPORT) 

Irregularities noticed in the Accounts of a Tourist Office — Para 40 

of Audit Report , 1958, Pages 41-42 and Para 28 of Audit Report , 

1959 — Pages 34-35. 

72. The following irregularities were noticed in the accounts of 
a Tourist Office located in a foreign country. 

(i) Acquisition of premises . — Against an estimated requirement 
of about 1,400 Sq. ft., premises with a floor area of over 3,200 Sq. ft. 
were acquired in September, 1956 on lea c e for fifteen years, on pay- 
ment of Rs. 2,55,000 (approx.) as key money, on an annual rent of 
Rs. 40,000 (approx). Two other cheaper offers wRh annual rents 
of Rs. 27,000 and Rs. 20,000 were not accepted. The surplus accom- 
modation of over 1,800 Sq. ft. was neither sublet nor occupied by 
the Indian Mission in that country as contemplated at the time of 
leasing the premises. 

(ii) Excessive expenditure on decorations , furnishings , etc. — 
Initially a sum of Rs. 75,000 was sanctioned for renovations, de- 
corations, etc., of the premises. Thereafter, Government sanctioned 
a further sum of Rs. 35,000 but with a directive that the enhanced 
amount should not be exceeded under any < ircumstances. Though the 
decorations were incomplete, an expenditure of Rs. 1.20 lakhs had 
already been incurred with bi'ls for considerable amounts pending 
payment. 

A counter and a cabinet costing nearly Rs. 24,000 were purchased 
without the approval of Government and also without calling for 
tenders from a firm in which the architect was interested. Though 
Government had issued instructions that decorations and furnish- 
ings should be done on an austerity basis, certain items of expendi- 
ture in this regard showed that the standard adopted was anything 
but austere. 

(iii) Violation of financial rules . — (a) Though the officer 
in charge of the Tourist Office was not his own controlling officer 
for T. A. and other claims he drew for himself large amounts of T.A., 
Medical expenses, etc., on bills under his own counter-signature. 
Some of these claims were found to be clearly inadmissible. 
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(b) No details were made available to Audit in regard to the 
special entertainment grant of Rs. 4,500 for 1957-58 drawn by the 
officer in March 1958, nor was the approval of the Head of the Mis- 
sion or Government obtained as to the quality and quantity of enter- 
tainment, and the guests to be invited as required under the rules, 
Similarly no dctars were available in respect of a sum of Rs. 736 
drawn by the officer in May, 1958 as entertainment grant for the 
year 1956-57. 

(c) The cash book was not properly maintained nor was it recon- 
ciled with the monthly bank statement. The reconciliation carried 
out in October, 1958 at the instance of Audit revealed that a cheque 
for Rs. 2,267 issued by the Mission to the Tourist Office in recoup- 
ment of its imprest had been credited to the private Account of the 
officer. 

(d) A sum of Rs. 560 was charged by the officer to office con- 
tingencies ::i March, 1957, for printing his personal visiting cards. 

73. In n gard to the acquisition of premises (item No. I) the 
representative o r the Ministry of Transport and Communications 
informed the Committee in evidence that the accommodation in 
question \v \s acquired in preference to other cheaper premises on 
account of ts more suitable location. At the time of acquiring the 
premises it was Mended that the Indian Mission would also occupy 
a portion thereof. After three years, however, the Mission abandon- 
ed that idea. T had since been decided to hand over the premises 
to Air Ind a ;n + ernational in exchange with theirs as they were 
located in i sm iTer building and were look : ng for larger accom- 
modation. 

74. At their instance, a note was furnished to the Committee by 
the Ministry of External Affairs regarding the leasing of the 
premises. It appears therefrom that the Embassy had intimated the 
Ministry of Transport, without the approval of the Ministry of 
External Affairs that the Air Wing would share the accommodation 
before the lease for the premises was entered into. Later when the 
Ministry of Transport referred the matter to the Ministry of External 
Affairs, the latter did not acquiesce in the proposal of the Embassy 
as th^ surplus space was not large enough to accommodate the Ah' 
Wing and moreover re-designing and alternations in the building 
were required. The matter was under correspondence between the 
Embassy and tin Ministry of External Affairs for nearly three years, 
as to how best the sharing could be brought about. It was nil I- 
mately deeded to exchange the building with that occupied by thr 
Air India International in that country. The Committee would like 
to know if the exchange of premises has since taken place. 
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The Committee are not satisfied with the manner in which this 
case had been dealt with . Had the Ministry of Transport referred 
the matter to the External Affairs Ministry on receipt of the first 
intimation in March 1956 from the Mission abroad about shifting 
part of the Embassy to the premises there was a possibility of the 
negotiations for lease being given up. The Ministry of External 
Affairs are also to blame in that they did not stick to their earliei' 
decision but were constantly raising hopes in the minds of the othei' 
Ministry by their subsequent action over a period of 3 years. The 
result was that the Ministry of Transport could not take any action 
on their own to settle the problem . 

75. The Committee have come across cases of purchase of 
property and lease hold lands in foreign countries, some of which 
are not to the best advantage of Government for one reason or 
another. They are of opinion that if all such deals are channelised 
through the Ministry of External Affairs and the Mission in the 
country concerned it would ensure the best co-ordination which is 
very necessary to cut down all unnecessary outlay. 

76. With regard to the second and third items mentioned in para 
72 above, it was admitted in evidence that the Tourist Officer had 
exceeded his powers in incurring expenditure on renovations, deco- 
rations, etc. and that for this and other irregularities committed by 
him the officer had been served with a charge-sheet and his 
explanation was under examination by Government. The Committee 
would like to be informed of the final outcome in this case and also 
of the remedial measures taken by Government to obviate recur- 
rence of such cases in future. 

Construction of an Oil Jetty — para 41 of Audit Report 1958, page 42. 

77. A new Oil Jetty was completed in November, 1955 at a cost 
of Rs. 17.57 lakhs as a part of Kandla Port Project. Two Oil tankers 
were berthed in this jetty in November and December, 1955. The 
second tanker, however, broke adrift due to unfavourable direction 
of tidal conditions and the wrong alignment of the jetty. Since 
then the oil companies have refused to use this jetty. The investi- 
gation by the Development Commissioner established that there was 
a mistake in alignment of the Jetty and an extra-expenditure oi 
Rs. 5 lakhs would be necessary to make it usable. In March, 1958, 
Government appointed a Committee of experts to examine the 
further course of action regarding the new jetty and also the question 
of responsibility tor any infructuous expenditure. 

79 . From a copy of the report of the Committee of experts furnish- 
ed by .the Ministry, the Committee observe that the pew Oil Jetty 
2012 (Aii) LS — 3. 



>28 


proved unusable due to mistaken assumptions about tidal movements*. 
Despite the advice tendered by the Consulting Engineers that a 
comprehensive investigation of the tidal movements was necessary* 
not only for navigational purposes but also for the correct siting of. 
wharves and dock entrance and other port structures, the Engineer- 
ing Department failed to collect the requisite data and verify the 
facts. An additional expenditure of Rs. 4.4 lakhs will have to be 
incurred in order to make the Jetty usable. 

The Experts Committee had fixed responsibility for the omission 
on three engineers (two foreigners and one Indian). No action was 
possible against the two foreigners who had left India long ago; 
Government’s displeasure had been communicated to the third 
officer who had been re-employed by Government. 

To prevent such lapses in future, Government have issued instruc- 
tions that the engineer-in-charge of any project should on receipt ot 
a project report prepare detailed check-list to include all items on 
which special action has been recommended in the project report 
which he himself considers necessary for the proper design or 
execution of the project. The list should be brought up-to-date 
from time to time indicating the action taken and made over to his 
successor by an officer while handing over charge. Such a check- 
list will enable the new incumbent to satisfy himself that the 
requisite action has in fact been taken and chalk out further action. 

79. The Committee regret to observe that the new Jetty 
constructed at a cost of Rs. 18 lakhs has not been used for about 5 
years; interest, depreciation and maintenance charges ((a] 6 %) 
thereon amounting to about Rs. 5 lakhs will also add up to the 
infructuous outlay. They are concerned to learn that even after 
making the Jetty usable at a further cost of Rs . 5 lakhs, the prospect 
of its being used fully is not bright (the existing Jetty meets the 
present requirements ) unless the traffic increases by about 50% of 
its present level. The Committee trust that Government will do 
all they can to facilitate the full use of the New Jetty in as short a 
time as possible. 

Excess payment to a contractor — para 39 of Audit Report , 1959 — 

Page 35. 

80. The detailed estimate for the construction of a road in a 
frontier area included two specific items of work viz., (i) jungle 
cutting, etc. at the rate of Rs. 2!8t- per 1,000 sft. and (ii) cutting and 
removing bamboo dumps or digging out roots, etc. at the rate of 
Rs. 6181- per 100 sft. The road construction work was awarded to 
a contractor in December, 1954 at the above rates plus 15% but in 1 
the agreement the nomenclature of the second item was altered and' 
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made to read as ‘cutting and uprooting and clearing bamboo clumps 
or cane clumps*. Neither the estimate (as approved by Government) 
nor the local schedules of rates provided a rate for cutting and 
removing ‘cane clumps’ as distinguished from bamboo clumps. On 
certain objections being raised in January, 1956, the Additional Chief 
Engineer in June, 1953 changed the nomenclature of the second item 
as ‘cutting and uprooting and clearing bamboo and cane jungle* and 
sanctioned a rate of Rs. 2;8|- per 100 sft. plus 15% extra for it. 
The final bill prepared on the basis of the substituted rate showed 
that a sum of Rs. 1.07,169 had been paid in excess to the contractor. 

81. In evidence, the Committee were informed that the mistake 
was detected when the payments made for this part of the work 
exceeded the estimated amount. The contrator had neither accepted 
the substituted item in the agreement nor the relevant measurements 
recorded in the final bill and the matter had been referred to arbitra- 
tion The Committee would like to be informed of the settlement in 
due course. They suggest that Government should also institute an 
enquiry to investigate the circumstances hi tvhich payments were 
made to the contractor and fix responsibility therefor. 

Hindustan Shipyard (P) Ltd. 

Para 54 of Audit Report. 1958 — pages 69 — 72 and paras 147 and 150 of 
1 8th Report of P.A.C. ( Second Lok Sabha ) . 

82 The Hindustan Shipyard was continuous]} 7 incurring 
losses since 1952-53. In 1956-57 the loss amounted to Rs. 3*69 lakhs. 
The Public Accounts Committee (1958-59) in their 18th Report had 
expressed concern over the losses and desired that early measures 
should be taken to reduce overheads and to step up production. They 
had reiterated the necessity of introducing effective methods of cost 
control and also recommended in this connection the establishment of 
an efficient estimating department in the Shipyard manned by 
specially trained staff. 

83. In evidence, the Managing Director, Hindustan Shipyard, ap- 
prised the Committee of the steps being taken by the Shipyard to 
reduce the cost of construction of ships. It was stated that the pro- 
gressive expenditure was being kept under close watch and the work- 
ers were being fully employed by ensuring proper planning and 
procurement of material and settlement of plans and specifications 
with the indentors before commencement of the work. The Min- 
istry of Transport and Communications have also sent a note pur- 
suant to the recommendations of the Public Accounts Committee 
which explains the various measures adopted to control costs, to in- 
crease production and to ensure preparation of accurate estimates 
by competent staff. The Committee would watch the restilts of these 
measures through subsequent Audit Reports . 
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Defects m plans and designs of ships 

84. The Committee were informed that the question of claiming 
compensation from the technical consultants for the losses suffered 
by the Hindstan Shipyard due to defects in plans and designs of 
three ships was still under consideration. They would like that the 
matter should he finalised quickly and the result intimated to them. 

DEPARTMENT OF COMMUNICATIONS AND CIVIL AVIATION 

Losses , writes of), etc. Note 3, pags 77, Appropriation Accounts 
(Civil), 1957-58, Vol. XVI. 

85. A loss of Rs. 41,578 due to caking ot cement by long storage in 
a C.P.W. Division was written off by Government in October, 1957. 
In extenuation of the circumstances leading to the loss, the represen- 
tative of the Ministry of Transport and Communications stated that 
orders for about 8,800 tons of cement required for two works (pend- 
ing formal approval of Government) at Dum Dum Air Port were 
placed on the D.G.S.&D. in November, 1947. About 4,463 tons 
of the material was received in instalments during the period April 
to September, 1948; but the work commenced only after November. 
1948. During the intervening period owing to abnormal monsoon 
conditions (humidity as well as leakage in the roof of the stor< 
room), the cement deteriorated. In May, 1948 efforts were made for 
the diversion of the supplies of cement to Lucknow and other 
places where it could be utilised; but the request was not agreed to 
by the Railway Administration. The Honorary Cement Adviser to 
Government was also approached in November, 1949 to permit the 
sale of cement in stock but he gave permission for the sale of 60 tons 
only. The Committee desired to know the dates on which the supplies 
of cement were received and the arrangements made for its storage 
and upkeep. They also enquired the date on which the caking of 
cement was first noticed and the measures taken by the administra 
tion to improve the condition of storage thereafter. The witness 
could not give a satisfactory answer but promised to furnish a written 
statement which is still awaited. 

86. The Ministry of Finance (Communications) have furnished a 
note stating the circumstances under which they had agreed to the 
write-off of the entire loss on this account. According to this note, 
on receipt of the proposal for the write-off, the Ministry of Finance 
raised doubts regarding arrangements made for the storage of cement 
and enquired about the special measures taken by the C.P.W.D. to 
protect t!he material from humidity and moisture at Calcutta. The 
Ministry of Works, Housing and Supply had contended that the loss 
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occurred on account of unavoidable long storage of cement and not 
because of any defective or unsatisfactory storage conditions. 

The Committee find it difficult to reconcile the above statement 
with the Transport Ministry’s admission in evidence that certain 
leakage in the roof of the store room had been detected. They would 
await the note from the Ministry of Transport before recording their 
opinion on this case. They regret to observe that too long a time is 
taken by the Ministry in furnishing the note. 

Infructuous expenditure on watch and ward and non-recovery of 
ground rent — Note 4, page 77, Appropriation Accounts (Civil), 
1957-58, Vol. XVI. 

87. In 1940, a piece of land was acquired by Government to provide 
a temporary extension to an aerodrome. As there were some private 
buildings on the site, a portion of the land was leased out to the 
owner of the buildings initially for 5 years. Piecemeal renewals of 
lease were sanctioned up to March, 1949. One of the conditions of the 
renewal granted in 1947 was that the lessee should pay one rupee per 
square yard per year and should, if so required, remove the buildings 
and structures owned by him and deliver the land to Government in 
usable condition without any compensation. In January, 1950 Gov- 
ernment proposed to enhance the rent to Rs. 3 per square yard which 
the lessee did not accept. In 1952, Government decided to purchase 
from the lessee the building, etc., for Rs. 33,574 on the basis of the 
then-estimated market value and to adjust this price against the 
arrears of ground rent at the increased rate due from the lessee. The 
building was taken over in November, 1952, but was not put to any 
use until July, 1958 when it was ultimately decided to demolish it. 
The work of demolition was completed on 4th March, 1959. Mean- 
while, an expenditure of Rs. 5,958 was incurred on watch and ward 
up to January, 1959. 

88. In evidence, the Committee were informed that in order to 
eject the lessee from the land and to recover the arrears of rent from 
him, legal proceedings were necessary, which would have been a 
time-consuming process. It was, therefore, decided to purchase the 
building and adjust the price thereof against the arrears of rent 
Further, in view of the acute shortage of residential accommodation 
in Bombay it was then considered that the building could be allotted 
to the employees of the Air Corporation for residential purposes. 
This proposal, however, did not materialise as the staff refused to 
occupy the premises, which lacked essential amenities like kitchen, 
bathrooms, etc. 



32 


89. The Committee are not satisfied with the explanation. In 
view of a clear stipulation in the lease agreement that the lessee 
should , if required , remove the buildings and structures owned by 
him and deliver the land to Government without any compensation 9 
it is surprising why the authorities did not choose to exercise this 
right when the lessee refused to pay the enhanced rent. Since the 
land was not urgently required, Government could well have insti- 
tuted legal proceedings, if necessary. It also appears to the Com- 
mittee that the officers who took the decision to purchase the building 
without properly considering its utility , have erred grievously. 
Further , it is strange that the authorities should have taken six years 
to come to a decision regarding the demolition of the structures , which 
could not be pwt to any use and incurred an avoidable expenditure of 
Rs. 5,958 on watch and ward. 

Indian Airlines Corporation 

Losses in working , sub-para (u) of para 55 of Audit Report , 1959 — 
Pages 53-54. 

90. The Indian Airlines Corporation was continuously incurring 
losses since it was formed in August, 1953. Although from 1956-57 
onwards there was a slight improvement in the working results on a 
majority of its services, the Corporation was still incurring losses and 
in a number of cases even the direct cost was not recovered. All the 
freighter services were running at a loss which amounted to Rs. 19.48 
lakhs in 1956-57 and Rs. 18.09 lakhs in 1957-58. 

91. In extenuation of the losses incurred by the Corporation on the 
freighter service the General Manager, IAC, stated that the bulk of 
the operations related to transportation of jute, tea, etc., and the 
freight rates in respect of these commodities were being kept very 
low with a view to encouraging their export trade. As a Commer- 
cial Undertaking , the Committee see no reason why the Corporation 
should offer rates which do not cover its working expenses. 
However, on the same rates, the private companies operating in the 
area were reported to be making profits. The Committee feel that 
there is scope to bring down the working expenses. They trust that 
an all out effort will be made to minimise them. The Committee will 
await a report about the measures actually adopted to achieve tthis 
end. 

92. The Committee understand from Audit that in certain cases 
the Corporation had to operate on uneconomic lines at the instance 
of State Governments. The question whether the State Governments 
concerned should share the losses on these operations was under 
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^examination of the Government. The Committee feel that an early 
settlement should he reached in the matter . 

in excess oj the normal standards — sub-para (iu) of para 55 of 
Audit Report. 

93. There had been a progressive increase in expenditure on staff, 
etc. The number of employees in the Corporation increased from 
7,449 in 1953-54 to 9,448 at the close of 1957-58. A firm of efficiency 
experts employed by the Corporation in 1955 had reported that in 
the Engineering and Stores Organisation of the Corporation 700 
employees were surplus to requirements. 

94. In evidence, the General Manager admitted that judging from 
the standard of other countries the staff engaged by the Corporation 
would appear to be on a higher scale. This, according to him, was 
due to peculiar conditions of labour prevailing in the country. The 
Corporation was, however, revising its staff requirements on the 
basis of the recommendations of the Expert Committee in consulta- 
tion with Staff Assessment Committee on which workers were also 
-represented. The Committee are concerned at the delays that have 
have occurred in fixing norms of output for various categorise 
of workers , without which the management has deprived itself of a 
vital instrument for controlling costs . The Committee trust that the 
Corporation will take a decision on this matter without further loss 
of time to enable it to consider , on this basis , ways of raising the co- 
efficient of efficiency of its icorkers. 

f Cases of avoidable and infructuous expenditure — sub-para (vii) of 
para 55 of Audit Report . 1959. 

95. The Committee propose to deal with some of the more import- 
ant items of avoidable and infructuous expenditure referred to in 
the sub-paragraph cited above. 

Avoidable expenditure of Rs. 2 lakhs on the shifting of administra- 
tive offices to Dum Dum. 

96. In April, 1955, the Corporation shifted its administrative offi- 
ces from a building in the city of Calcutta to the Military Hutments at 
Dum Dum in order to effect a saving in rent of Rs. 4,000 p.m. On 
the other hand, an expenditure of over Rs. 2 lakhs was incurred on 
structural alterations, shifting of records and furniture and staff 
transport. Later on, the Corporation realised that shifting to the 
Hutments involved problems affecting efficiency, co-ordination and 
attendance and, therefore, hired in December, 1955 a new building 
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in the city at a monthly rental of Rs. 5,500 p.m. in addition to the pay- 
ment of brokerage. 

97. In evidence, the General Manager, Indian Airlines Corpora- 
tion, stated that the shifting of the administrative offices was intend- 
ed to bring all the offices of the Area Manager at one place. It was 
also proposed to construct residential quarters for the staff on a piece 
of land near the airport which was at the time under unauthorised 
occupation of displaced persons. It was, however, found difficult 
to eject them from the land with the result that the staff had to bo 
provided with transport between the city and the military hutments. 
This, apart from being expensive, was not considered to be a suitable 
arrangement. It had since been decided to construct a new building 
for the offices of the Corporation in the city for which requisite land 
had been acquired and other formalities completed. 

In the opinion of the Committee this case indicates prima facie 
lack of proper planning and foresight on the part of the Corporation 
which resulted in large avoidable expenditure. 

Excessive expenditure on renovation of booking offices. 

98. The Corporation got its booking office at Bombay renovated 
in 1954-55 at a cost of about Rs. 1,45,000 through a contractor. Two 
other cheaper offers at Rs. 91,582 and Rs. 94.600 were rejected on the 
ground that their designs were not suitable. Similarly, the renova- 
tion of Delhi Booking Office was got done by the same contractor in 
September, 1955 at a cost of Rs. 1,84,000 although another local con- 
tractor had made a cheaper offer of Rs. 48,837. In the opinion of 
Audit, as no specifications of the work to be done were determined, 
it had not been possible to ascertain whether the various items of the 
work were completed according to the specifications. 

99. In evidence, the representative of the Indian Airlines Corpora- 
tion stated that the contractor had previous experience of that type 
of work and his plans and designs were considered to be superior 
to other offers. It was, however, admitted that there was no expert 
body in the Corporation to compare the different designs and ensure 
that the rates quoted by the Contractor were reasonable. The Com- 
mittee were surprised to learn this. In the absence of detailed 
specifications they fail to understand how the authorities could deter- 
mine the cost of work and satisfy themselves that the contractor was 
not paid at higher rates than were necessary. Further, the Com- 
mittee also feel that the management should have displayed more 
austerity in spending on such items especially when the booking offi- 
ces are located in hired accommodation and the Corporation was 
incurring losses every year. 
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Instances of irregular payments of allowance and other emoluments — 
sub-para (vii) of Audit Report , 1959. 

100. The para in the Audit Report cited the following instances of 
irregular payments of allowances, etc.: 

(i) Payment of foreign allowance to staff recruited locally in 
a foreign country; 

(ii) payment of dearness allowance to retired Government, 
officials in contravention of rules end objections from 
Audit; 

(iii) ex -gratia payments made by the Chairman of the Corpora- 
tion (i) to a State Government officer as honorarium for 
his part-time services to the Corporation and (ii) to the 
family of the officer for returning to their home-town after 
his death. 

101. In evidence, the General Manager of the Corporation explain- 
ed to the Committee that the foreign allowance was paid to the em- 
ployees due to a misunderstanding about their nationality as they 
had migrated earlier from India to the foreign country. In other cases 
payments of dearness allowances, etc. were made to the retired offi- 
cials under the rules applicable to other employees of the Corpora- 
tion. The fact that these rules did not apply to ex-Government offi- 
cers, re-employed within a period of two years of their retirement, 
was not appreciated. The ex-gratia payments were sanctioned by 
the Chairman of the Corporation in exercise of his own powers. The 
matter was not reported to the Board of Directors through an over- 
sight. 

The above instances indicate, in the opinion of the Committee , the 
need for tightening up the Administration. 

Cases of losses and misappropriation — sub para (x) of para 55 of 
Audit Report , 1959. 

102. Misappropriatioix by booking agents. — The Audit Report dis- 
closed loss of over Rs. 2 lnkhs incurred by the Corporation due to 
misappropriation of monies by two travel agents. In evidence, the 
General Manager explained to the Committee that the cases related 
to the period prior to introduction of the new procedure under which 
the booking agents were required to furnish security deposit to the 
Corporation and submit their accounts every fortnight. In case of 
default, the Corporation could now stop the future credit of the 
booking agents <and even forfeit their security deposits. The Com • 
mittee would like to emphasize the need for closer watch by a senior 
official over the recovery of amounts due to the Corporation . 
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103. Loss of radio equipment . — Out of the Radio Equipment said to 
have been purchased for Rs. 54,989 by the Resident Representative of 
an ex-airline, equipment valuing Rs. 36,076 was shown as transferred 
to Kathmandu but no records were available to show their actual 
despatch, nor were these stores found in Kathmandu station on 30th 
September, 1954 at the time of physical verification. A court of 
enquiry conducted in June 1955, inter alia revealed certain irregu- 
larities in the purchase of stores as well as negligence on the part 
of officers in allowing the stores to lie in Kathmandu under condi- 
tions in which these were damaged by rain water. 

104. In evidence, the General Manager of the Corporation stated 
that although it appeared to be a case of malpractice, it had not been 
possible to prove the mala fide of any officers for want of sufficient 
evidence. 

The Committee do not consider this explanation as satisfactory. 
In their opinion , the officers through ivhose negligence the Corpora - 
tion suffered the loss should not escape departmental punishment 
merely because it was difficult to establish it heir mala-fide. In the 
past the Public Accounts Committee have emphasised that officials 
found guilty of spending funds extravagantly or wasting them 
through negligence deserved condign punishment. The Committee 
are , therefore , unhappy that the officials who were guilty of negli- 
gence in this case were not dealt with timely but were allowed to 
leave the Corporation. They trust that in future such cases will be 
dealt with severely . 

Unsatisfactory state of stores and equipment accounts — sub-para (ri) 

of para 55 of Audit Report, 1959. 

105. The Corporation took over, on nationalisation, stores and 
spares worth about Rs. 1:5 crores and equipment and property worth 
about Rs. 4' 81 crores but no physical verification was carried out dur- 
ing the years 1953-54 to 1955-56 though this was specifically provided 
for in the Corporation Rules. Even block registers of property and 
equipment were not properly maintained. The result of physical 
verification conducted for the stores as on the 31st March, 1957 re- 
vealed shortages of Rs. 2,83,182 for which no responsibility could be 
fixed. 

106. In extenuation, the General Manager urged that the discre- 
pancies in the store and equipment accounts pertained to the assets 
acquired by the Corporation on nationalisation. Since the private 
companies , did not maintain proper ledgers or invoices for stores it 
was difficult to make a proper assessment. These store accounts 
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were now being reconstituted. Proper accounts were, however, being 
maintained for stores and equipment purchased by the Corporation 
after nationalisation. 

107. The Committee attach great importance to proper maintenance 
of accounts and periodical verification of stores. Stores are cash in 
another form . They would urge upon the Corporation to give this 
matter serious attention. They would like to be informed of the f 
progress made in the matter through subsequent Audit Reports. 

108. The Audit Report also mentioned that surplus Dakota spares 
worth about Rs. 50 lakhs had become obsolete and Viking Spares 
worth a like sum had become surplus to requirements following 
withdrawal of this aircraft from operation. The Committee would 
like to know how the su'rplus and obsolete aircraft spares are pro- 
posed to be disposed of. 

New Delhi; UPENDRANATH BARMAN, 

The 22nd March, 1960. Chairman , 

Chaitra 2, 1882 ( Saka ) . Public Accounts Committee . 






ANNEXURE 

(Referred to in Para 66 of the Report) 


MINISTRY OF HOME AFFAIRS 
Note 

Subject: — Grants-in-aid to the Sarva Seva Sangh by the Government 
of Orissa . 

The Lok Sabha Secretariat (Public Accounts Committee) in their 
Office Memorandum No. 2(1) (12)-P AC/59, dated the 4th June, 1959, 
sought information on the following points with reference to a 
question answered in the Parliament in May, 1959, relating to the 
grants to the Sarva Seva Sangh: 

(i) Whether the grants-in-aid in this case and in other such 

cases envisaged in the first proviso to Article 275(1) of 
the Constitution are made direct by the Govt, of India 
to the institutions/bodies concerned or through the 
agency of the State Government; 

(ii) whether any terms and conditions were imposed on the 

Sarva Sevu Sangh before the grant was made to it by 
the Central /Si ate Government and whether any test 
audit of such grants has been/was and is being con- 
ducted by the Audit Department; 

(iii) (a) in what manner the funds thus given are spent by 

this Organisation, and 

(b) whether any machinery exists to exercise a check 
on the proper utilisation of the Funds by this Organi- 
sation; and 

(iv) whether any irregularities were noticed by the Audit 

Officer in the course of Audit of Accounts of this Orga- 
nisation? If so, the nature thereof and the steps taken 
to set them right? 

2. In consultation with the State Government the following 
information was furnished to the Lok Sabha Secretariat vide 
Ministry of Home Affairs Office Memorandum No. 20/44/59-SCT. 
HI, dated the 29th August, 1959: 

(i) The grants-in-aid in this case and in other such cases 
envisaged in the first proviso to Article 275(1) of the* 
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Constitution are made by the Government of India 
through the agency of the State Government. 

(ii) A copy of the statement (enclosure) indicating the terms 

and conditions imposed by the Orissa Government on 
the Sarva Seva Snngh for the utilisation of Central grant 
given through the State Government during the years 
1955-56 and 1956-57, is enclosed. The State Govern- 
ment have informed that no audit was done by the 
Audit Department in the past, but the accounts of the 
Sangh were audited by H. Naik & Co., Chartered 
Accountants, Cuttack upto 1957-58. 

(iii) (a) The funds are spent according to the schemes 

approved by Govt, such as construction of wells, irriga- 
tion facilities, soil conservation, distribution of bullocks, 
housing, village industries etc. 

(b) The Collector of Koraput who is the drawing and dis- 
bursing officer in respect of the Grant, is to check the work 
done by the Sangh and its accounts. But the Govern- 
ment of India have no special machinery to exercise 
regular check over the working of the Sangh. 

(iv) The Sangh did not furnish the accounts in time. Even 

the accounts furnished later in the year 1958 show some 
discrepancies from the figures reported earlier. Further 
grant to the Sangh has been stopped by the 
State Government and they have asked the Sangh to 
refund the unspent balance. A sum of Rs. 4-50 lakhs 
has already been refunded by them. The accounts 
furnished by the Sangh are being further scrutinised by 
the State Government to find out irregularities, if any, 
and the exact balance with Sangh. 

3. The Public Accounts Committee desired the above informa- 
tion vetted by audit. The Comptroller and Auditor General of India, 
New Delhi, has no comments to offer thereon. 

V. VISWANATHAN, 

Special Secretary. 
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Conditions of the grant of Rs. 1 1,92,000 [- made to Akhil Bharat 
Sarva Seva Sangha during 1956-57. 

The funds will not be used for party politics or any anti-Govern- 
ment propaganda. If it is found that this has been done, future 
grants will be withheld and those already sanctioned recalled. 

The volunteers to be engaged in the work of different categories 
should be selected preferably both from the scheduled castes and 
scheduled tribes as far as practicable. , 

50° 0 of the amount will be paid immediately for expenditure on 
the approved scheme. The balance grant will be sent on receipt of 
.accounts. The total Government grant will be subject to proportion- 
ate reduction on the basis of actual expenditure. 

The Organisation will submit to the State Govt, detailed report of 
the work done with a statement of accounts audited by an auditor 
after the close of the year. ; 

Quarterly progress reports on the schemes undertaken by the 
Organisations should be submitted to Govt, by the 10th of the month 
following the quarter. The first report for the current year showing 
progress upto 31st December, 1956 should be submitted by the 10th 
January, 1956 and the report for the subsequent quarter by 10th 
April, 1957. 

The Organisation will agree to the occasional visits of the Govern- 
ment officers and consider the suggestions for progressive working 
of the scheme. 

The Organisation will agree to take a nominee of the Government 
„as a member of their managing committee if so required. 


Conditions of the grant of Rs. 2,00,0001- made to Akhil Bharat 
Sarva Seva Sangha during 1955-56. 

Conditions laid down for payment of grant-in-aid to non-official 
organisations doing socio-economic uplift work are as follows: 

1. The organisation will submit detailed schemes within a period 
jof one month explaining how the amount allotted to them will be 
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spent. These schemes may then be forwarded to the State Govern- - 
ment for their approval. 

2. The funds given will be spent in improving the condition of the * 
Adibasis, Harijans and backward classes under the following broad : 
heads. 

(1) Education (2) Economics (3) Sanitary and medical (4) Any 
other aspect from which these classes will be benefited directly. 

3. The funds will not be used for party politics or any anti- 
government propaganda. If if is found that this has been done future • 
grants will be withheld and those already sanctioned recalled. 

4. The names of volunteers to be engaged in the work of different 
categories who should be selected preferably both from the Scheduled * 
Castes and Scheduled Tribes should be submitted to Government for 
approval. 

5. 50% of the amount allotted will be sent after the scheme and 
personnel have been approved by Govt. The balance grant will be - 
sent in instalments or on receipt of accounts. 

6. The organisation will submit to the State Government a detailed 
report of the work done with a statement of accounts audited by an 
auditor. 

7. The organisation will try to raise at least 20% of the amount 
allotted to them by voluntary contributions. 

8. Quarterly progress reports on the schemes undertaken by the * 
organisations should be submitted to Government. 

9. The Organisation will agree to the occasional visits of the Gov- 
ernment officers and consider the suggestions for progressive work- 
ing of the scheme. 

10. The Organisation will agree to take a nominee of the Govt*- 
as a member of their managing committee if so required. 



PART n 

Proceedings of the Sittings of the FuHic Accounts 
Committee held on the 19th to 24th and 26th to 28th 
October, 1959, 2nd to 5th, 7th, 8th and 14th 
December, 1959, 16th March, 17th March, 
and 22 nd March, i960 




PROCEEDINGS OF THE SIXTEENTH SITTING OF THE PUBLIC 
ACCOUNTS COMMITTEE HELD ON MONDAY, THE 19TH 
OCTOBER, 1959. 

1. The Committee sat from 10.00 to 13.15 hours. 

PRESENT 

Shxi Upendranath Barman - -Chairman 
Members 

2. Shri Maneklal Maganlal Gandhi 

3. Pandit Jwala Prasad Jyotishi 

4. Shri Radha Raman 

5. Shri T. R. Neswi 

6. Shri T. Sanganna 

7. Shri Vinayak Rao K. Koratkar 

8. Shri Yadav Narayan Jadhav 

9. Shri Shraddhakar Supakar 

10. Shri Amolakh Chand 

11. Rajkumari Amrit Kaux 

12. Shri Rohit Manushankar Dave 

13. Shri T. R. Deogirikar 

14. Shri Surendra Mohan Ghose 

15. Shri Jaswant Singh. 

Shri A. K. Chanda, Comptroller & Auditor General of 
India. 

Shri A. Kalyanaraman, Deputy Comptroller & Auditor 
General of India. 

Shri S. Venkataramanan, Accountant General , Central 
Revenues . 

Shri P. V. R. Rao, Director of Audit , F.R.S.C.S . & M. 
Shri P. K. Sen, Director of Commercial Audit. 
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Secretariat 


Shri V. Subramanian — Deputy Secretary. 

Shri M. C. Chawla — Under Secretary. 

Witnesses 

Ministry of Commerce and Industry 
Shri S. Ranganathan, Secretary . 

Shri V. L. Mehta, Chairman, Khadi arid Village Industries 
Commission. 

Ministry of Finance {Department of Economic Affairs) 

Shri A. R. Shiraii, Additional Bridget Officer. 

Ministry of Finance (Department of Expenditure) 

Shri K. L. Ghci, Financial Adviser. 

MINISTRY OF COMMERCE AND INDUSTRY 

Audit Report (Civil), 1958 — Pari I 

Heavy expenditure on the establishment of a Shoic-Room-cum-Trade 
Centre abroad , Para 19, pages 18-19. 

2. To promote export trade, Government participated in a Fair 
held during September, 1954 in Switzerland at which Indian goods 
worth nearly Rs. 3 lakhs were exhibited. As the exhibition evoked 
considerable interest, a foreign national who happened to be an 
employee of Air India International and had obtained the necessary 
permission from the Swiss authorities for engaging himself m trade 
was prevailed upon to organise in October, 1954 a firm for the dis- 
play and sale of goods worth Rs. 74,000 left over from the Fair, 
pending the setting up by Government of a permanent show room 
cimi-sale centre. Ultimately, the firm took over goods worth only 
Rs. 34,000. No formal agreement was concluded with the firm. But 
certain terms and conditions were informally discussed and taken 
as agreed upon by the Ministry. 

Subsequently in March, 1955, the firm was paid a sum of Rs. 19,500 
to cover a part of the initial expenses incurred by it in organising 
the temporary show-room of the store. 

3. The premises for the permanent show-room-cum-sale centre 
were acquired in February, 1955 on lease for 4J years on a monthly 
rent of Rs. 1,850, in addition, an amount cf Rs. 2,17,865 had to be 
paid as goodwill money to the former occupant for transfer of the 
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lease rights. The ground floor of the building was used as a show- 
room and a portion of the first floor was made available to the firm 
for the selling business in pursuance of the understanding with it. 

It was required to make purchases in cash or consignment basis 
from the show-room and a depot in the free port area which had 
been set up by Government for the storage of unused exhibits. 

4. The expenditure incurred by Government up to 31st March, 
1957, was Rs. 6,69,635, comprising Rs. 2,17,865 on goodwill money, 
Rs. 1,35,000 on equipment, renovation and furnishings, Rs. 1,01,000 
on publicity and advertisement, Rs. 1,96,000 on establishment, rent, 
local taxes and contingent expenditure and Rs. 19,500 on the pay- 
ment to the firm mentioned above. Against goods worth Rs. 3,07.000 
received at the Centre (including some fresh consignments from 
India), the sales effected wore only Rs. 94,300 (Rs. 41,300 in 1955-56 
and Rs. 52,500 in 1956-57). 

5. The formal agreement concluded with the firm in March, 1957, 
contained, among others the following conditions,:-- 

(i) The builchng together with all equipment and furnishing 

to 1>° placed at the disposal of the foreign firm, as agent 
of Government, from 1st September, 1956 to the 30th 
July, 1959, for giving publicity, and fox conducting 
wholesale and >c4 C 'iI m Indian goods, ’-cut and 

other taxes being payable by Government. 

(ii) Government to pay for publicity arrangements, an amount 

of not less than Rs. 32,600 for the year ending 31st 
August, 1957, and such further annual amounts as may 
be determined by Government on the results achieved 
in the first year. 

(iii) After the expiry of the current lease on the 30th July, 

1959, Government to transfer to the firm such occupancy 
rights as they may then have, subject to the provisions 
of the laws of the foreign country and consent of 11' 
landlord being obtained. The firm will net pay any 
portion of the goodwill money ulrcadv paid by Govern- 
ment but will pay for the stock in trade, furniture and 
ether equipment. It will use the building exclusively 
for the display and sale of Indian goods. 

The rent payable by the firm for the period between February, 
(955 and September, 1956, amounting to nearly Rs. 37,000 had so 
> far not been recovered. \ 
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6. Explaining the circumstances leading to the appointment of' 
this new firm for the sale of Indian goods in preference to other - 
loc*al firms doing the same business in Switzerland, the representa- 
tive of the Ministry stated that that was the most effective arrange- 
ment possible at the time to develop Swiss interest in Indian goods. 
In reply to a question, the witness stated that it would be difficult 
to assess the exact benefits accruing to India as a result of the 
opening of the show-room; however, he added that India’s exports- 
to Switzerland had risen from Rs. 70 lakhs in 1954 to Rs. 124 lakhs 
in 1957. But not all that rise in exports could be attributed to the • 
opening of the show-room. The Committee desired to be furnished 
with a note indicating India’s exports to Switzerland during the 
years from 1953*54 to 1958-59; their break-up especially of the goods 
exhibited in this show-room. 

7. Asked whether the Indian Embassy in Switzeiland had agreed 
with the Ministry in setting up the show-room at Geneva and 
entrusting the work to the firm, the witness replied in the affirma- 
tive. The Comptroller and Auditor General, however, intervened 
to say that according to the papers with him, the Indian Consul 
General in Geneva protested against the appointment of that firm 
in prefcience to others who were already in business and also tnc 
Indian Embassy did not approve of Geneva for the show-room. Trie 
witness said he would check up and inform the Committee of the 
correct position. 

8. When asked whether the idea of having a show-room at Geneva 
was linked up with the problem of disposal of remnants of goods 
worth Rs. 74,000, the witness replied in the negative?. The Com- 
mittee were also informed that goods worth Rs. 40,000 that had 
not been taken up by the firm were transferred to other exhibitions. 

9. The Committee next enquired about the consideration which 
weighed with the Government in handling over the building together 
with all equipment and furnishings to the firm in question. They 
desired to know whether Government did not feel any longer the 
need for taking active interest in the promotion of sale of Indian 
goods in Switzerland. The witness replied in the negative and 
added that by transferring the show-room to the firm, Government 
were able to get the old benefits for lesser expenditure. Ho added 
that a Committee was going into the question of compensation for 
this transfer and its report would be made available to the Public 
Accounts Committee in due course. 

10. The Committee then drew attention to the transfer of the 
lease of the show-room free of any goodwill or key money to the^ 
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firm on 30th July, 1959, under the latest agreement according to 
which the firm would continue to act as an agent for the Govern- 
ment of India for selling goods for five years and thereafter either 
party would be free to terminate that arrangement. They wantea 
to know why the lease could not be renewed in the name of the 
Government of India as hitherto. 

11. The witness stated that the present arrangement was mere 
economical as the Government were getting the show-room facilities 
at less cost. Further, although in legal terms, the lease was termin- 
able at six months notice, the arrangements were expected to 
continue. When asked whether the firm was under an obligation 
to provide show-room facilities after the expiry of the lease period, 
the witness replied that there was no such stipulation in writing; 
but it could be enforced if the firm retained the lease of the present 
building. If, however, it left that building and withdrew the show- 
room facilities, Government would not lose anything. They could 
always consider the setting up of their own show-room. 

12. Next, the Committee enquired about the publicity work done 
by the firm. The witness promised to submit a note on this point 
to the Committee. The Committee also desired to be informed of 
the terms and conditions that were informally discussed with the 
firm and taken as agreed upon bv the Ministry. 

13. The Committee then took up the case of the godown that had 
been taken at the free port at a rent of 100 Sw. Francs p.m. from 26th 
September, 1955 in view of the contemplated wholesale trade 
through the firm. The godown was renovated, providing heating 
arrangements, a show-room and a telephone. But no one was 
stationed there to furnish information to the public. There were 
only a few cases containing damaged goods in the godown 

14. # Explaining the position, the witness stated that the Ministry 
had not been able to come to a final decision regarding the reten- 
tion ot the godown because of the conflicting opinions received Irom 
the Indian Embassy in Switzerland. But the Additional Secretary, 
Ministry of C. & I. who happened to be on a visit to Europe would 
discuss this matter with the Consul General there and thereafter 
a final decision about the termination or otherwise of the lease of 
the godown would be taken. The Committee felt that the Ministry 
should examine the feasibility of using the godown at Geneva as a 
central place for stocking goods intended for display at various 
exhibitions in Europe or America to avoid waste of money on* 
transport. 
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About the rent payable by the firm, the witness promised to 
-examine the position and submit a note to the Committee. 

Audit Report (Civil), 1959 — Part I 

Avoidable expenditure on rent of a show-room and a residential flat 

abroad — para 21, page 19. 

15. With a view to expanding the market for Indian goods, Govern- 
ment decided in February, 1957 to open a show-room in a foreign coun- 
try. Some premises were taken on lease for one year from 2nd Nov- 
ember, 1957 on an annual rental of Rs. 25,858, although no date had 
been fixed for the opening of the show-room. The necessary prelimi- 
naries such as decoration, electrification of the premises and posting of 
staff had not been completed even by September, 1958 (when the 
accounts of the Mission were locally audited), but subsequently it was 
reported that Rs. 35,701 had been spent on decorating and equipping 
the show-room. Consignments of goods, which arrived there between 
the end of February, 1958 and the middle of May, 1958, were opened 
and checked up only by the end of September, 1958. The show-room 
actually opened on the 30th October, 1958 and exhibits valued at 
Rs. 37,111 were displayed in it. According to the Audit Report the 
expenditure of Rs. 23,700 on rent from November, 1957 to end of Sep- 
tember, 1558 mus't be regarded as largely avoidable. 

The Mission, in addil.on, rented a residential Hat, from 1st April, 
1958, at an annual rental of Rs. 6,400 for an India-based Manager of 
the show-room, who had not arrived till February, 1959. 

16. Explaining the position, the witness stated that it was difficult 
in a foreign country to get suitable accommodation immediately. 
Besides, renovation and decoration generally required six months to 
be completed. He did not think that the period for which the building 
remained unutilised could be curtailed by more than two months. 

About the residential fiat, the witness stated that at times it was 
cheaper to pay for a flat and keep it unoccupied for three months than 
pay for hotel accommodation. 

Unnecessary blocking of funds in a Mission abroad and loss of interest 
thereon — para 23, page 22. 

17. During the period from May, 1957 to September, 1957, sums 
amounting to Rs. 5,92,500 were placed at the disposal of the Indian 
Mission in Aden to meet expenditure arising out of the projected visit 
of some ships of the Indian Navy to that station. This amount includ- 
ed Rs. 3,91,600 on account of a particular ship, whose voyage was 
.cancelled in July, 1957. After meeting the expenses connected with 
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the other ships, tne unspent balance out of the above amount was 
about Rs. 5,08,500 in October, 1957. 

Even though in September, 1957 the Mission was authorised to 
utilise the unspent balance to meet its running expenses, it could not 
utilise it as its monthly expenditure was small and kept the net 
balance of about Rs. 4,78,500 in a current account with a local bank 
resulting in loss of interest o;i the amount. Accordingly in October, 
1957 the Mission asked for the instructions of the Naval Headquarters 
about the disposal of this amount, lying with it. The Mission was 
informed in February, 1958 that the unspent amount of Rs. 3,91,600 
might be refunded to Government account. 

18. In November, 1957, the Mission also pointed out to the admin- 
istrative Ministry the desirability of transferring the amount from 
the local bank to an Indian Bank at the Station which was agreeable 
to keep the amount as mtrirsf healing having > account with faci- 
lities for tlv withdrawal of the whole amount at one time. The 
Mission awaited the instructions of the administrative Ministry (who, 
however, expected the Mission to have acted on the instructions of 
Naval Headquarters issued in February, 1958) until November, 1958 
when the amount was trail* ferred to a Savings Bank account under 
telegraphic instructions of the Ministry. The delay resulted 
in unnecessary blocking of Government funds and loss of interest 
estimated at about Rs. 9.200 at 21 per cent, per annum for the period 
from November, 1957 to October, 1958. 

jO The Committee 1 were informed by the representative of the 
Ministry that foreign missions were under the administrative control 
of the Ministry of External Affairs but for reasons historical, the 
mission '*t Aden had b eon under the Ministry of Commerce and Indus- 
try. That had. re-i'^ad ri a Vck rf coo 1 ah nr Hot: as the copies of the 
orders endorsed by the Defence Ministry to the Mission were sent to 
the Ministry of External Affairs instead of to the Ministry of Com- 
merce and Industry. The former Ministry took no action on the 
endorsement as they felt that the communication was for their infor- 
mation only. Steps, had, however, been taken to ensure that when- 
ever any such funds were placed at the disposal of the Mission for 
visiting ships, the balance after expenditure was remitted back imme- 
diately. 

Khadi and Village Industries Board/Commission 

Arrangements for running a Sales Emporium — para 22 -A, page 20. 

20. An Industrial Advisory Board set up by Government in Febru- 
ary, 1953, opened in July, 1954, a Sales Emporium at its Headquarters, 
the management of which was entrusted to a registered Association, 
already engaged in similar trading operations of its own, at a net 
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remuneration of Rs. 1,000 per mensem. The Board concluded an agree- 
ment in July, 1954, with the Association which was not approved by 
Government which suggested some modifications. The latter were 
not acceptable to the Association. The Government decided on 26th 
August, 1957, in consultation with the Ministry of Law, that it was not 
necessary for Government to execute the revised agreement at that 
stage and it should be left to be completed by the Commission, after 
taking necessary legal advice. The revised agreement was executed 
by the Commission on 23rd June, 1959. 

2J. Explaining the justification for entrusting the running of the 
Bombay Emporium to a private Association, the Chairman of the 
Khadi Commission stated that the Emporium was planned on a some- 
what ambitious scale with the aid of the General Secretary of the 
Association, which had a record of good experience in the work Such 
Emporia at Delhi, Calcutta, Madras and Bangalore were, however, 
being run departmentally as there were no such Associations at those 
places as in Bombay. 

22. About the working of the arrangements with the Bombay Asso- 
ciation, the witness stated that it was advantageous to the Commission 
particularly when only Rs. 1,000 per month were paid in return for 
which the office bearers of the Association had to devote daily some 
of their time to the work of the Emporium. 

23. When asked about the reasons for the Association not accepting 
Government’s suggestion for representation of the Commission on the 
Board of the Association, the witness stated that the Association was 
prepared to associate 2 representatives of the Commission with the 
management of the Emporium. Whenever meetings were held con- 
cerning the work of the Emporium, the Commission was invited and 
its instructions were followed. 

24. Next, the Committee enquired about the steps taken to mitigate 
the losses in the running of various Emporia. The witness stated that, 
generally speaking losses were incurred in the first five years of the 
opening up of an Emporium. To mitigate the losses, the Com- 
mission might have to reduce the expenditure on the staff and to 
push up the sales. Explaining the loss of Rs. 10,000 incurred by the 
Bombay Emporium for the year ending 30th June, 195?», he stated 
that there the subsidy allowed to bhandars and bhavans was not taken 
into consideration and the rent of Rs. 1,300 per month for the premises 
was excessive and they had not been able to get it reduced. 

25. The Committee then enquired about the ratio of expenditure 
on administration as compared to the amount paid to the spinners of 
Khadi and whether with the rise in the price and sale of Khadi wages 



55 

-of the spinners had risen correspondingly. The witness promised to 
■submit a note to the Committee in this behalf. 

26. When asked whether the Commission had explored the possi- 
bilities of export of Khadi , the witness stated that recently there 
had been enquiries from foreign visitors end the Commission was 
trying to follow it up. It had already entered into arrangements with 
the Handicrafts Marketing Corporation for that work. 

Loans for the development of traditional Khadi , Para 22-B , page 20. 

27. The Khadi Board was allotted funds aggregating Rs. 5,52,94,000 
during the years 1953 to 1957 for granting loans, repayable within 
one year (and interest free from 1st April, 1955) to various private 
institutions engaged in the development of Khadi . 

The total net amount of loans advanced to various institutions as 
on 31st March, 1957, was about Rs. 4*83 crores. 

28. The receipt of audited statements of accounts and utilisation 
certificates, as prescribed by Government, in respect of the loans given 
to the various institutions got greatly into arrears and it was arranged 
in 1957 that the Board should get the accounts of the institutions 
checked by its internal audit parties and that this check should be 
completed by 31st March, 1959. Information regarding the comple- 
tion of this check was awaited according to the Audit Report. 

Pending finalisation of forms of agreement, interim undertakings 
only were obtained from the loanee institutions, according to which 
the institutions agreed to execute the agreement in the form prescrib- 
ed by Government, when finalised. Although the form of agreement 
had been finalised in January, 1959, the formal agreements were yet 
to be executed in a number of cases. 

29. The Committee enquired whether Government had taken a 
decision with regard to the rate of interest to be charged for advances 
to the Commission. The Secretary, Ministry of Commerce and Indus- 
try informed the Committee that a decision had been taken in the 
matter and he would submit to the Committee a copy of the letter 
that had been sent by Government to the Khadi Commission. 

30. The Committee next drew attention to the recommendations 
made in para 20 of their Eighteenth Report (Second Lok Sabha) 
and enquired how far these recommendations had been implemented. 
The Chairman of the Khadi Commission stated that the work of the 
Khadi Board expanded rather rapidly and it took time to get the 
requisite machinery to cope up with the work. But at present a 
Senior Accounts Officer was in complete control of the Accounting 
System in the Commission. A Financial Adviser had also been asso- 
ciated with it. It was also being considered whether the F.A. 
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should be put in overall charge of the accounts to prevent the recur- 
rence of irregularities. The Comptroller and Auditor General point- 
ed out that there should be no delay in implementing the above pro- 
posal. The witness stated that he would discuss the matter with Audit 
and then report to the Committee. 

31. When asked about the net amount outstanding against the vari- 
ous institutions, the Comptroller and Auditor General informed the 
Committee that it amounted to Rs. 179 lakhs. The Committee desir- 
ed the Ministry to undertake a review of the system under which 
advances were made and suggest saieguards to avoid payments to 
the societies which delayed or did not send the accounts. Asked 
whether the utilisation certificates had been received from the various 
institutions, the Committee were informed that except for an item 
from an institution for Rs. 1,000, the utilisation certificates had been 
received. The witness also informed the Committee that it had been 
difficult for the Commission to get utilisation certificates from the 
statutory State Boards. 

32. The Committee understood from Audit that out of 176 loan 
agreements to be executed as on 31st March, 1959, only 58 agreements 
were completed upto 11th September, 1959. They enquired the 
reasons for the delay. The witness informed the Committee that the 
position had improved since then and deeds for Rs. 3*13 lakhs out of 
Rs. 427 had been executed. 

33. Next the Committee enquired about the measures taken by 
the Commission to see that money advanced to the States was spent 
for the intended purposes. The witness stated that that work was 
done through the zonal Directors of the Commission and of late, inter- 
nal audit parties were also looking into this matter to ensure that 
the work was being carried on proper lines. Further, no considera- 
tion was shown to a defaulting institution. The Commission was also 
unhappy to see that because of the programme not being properly 
planned in advance, certain amounts remained unutilised for some 
periods with the State Boards. It was also not possible for the Com- 
mission to get the utilisation certificates from the States Boards in the 
same manner in which it could get or demand submission of accounts 
in the case of other institutions. 

34. The Committee desired to be furnished with a note (a) discus- 
sing the feasibility of introducing greater direct control by the Com- 
mission over the State Governments in the matter of grant of the 
monies and to see whether these had been spent for the intended pur- 
poses and (b) whether the Commission was able to fulfil its mair* 
purpose of propagating Khadi under the existing arrangements. 



57 


Rebates on the sale of Khadi and Saranjam, Para 22 -C — pages 20-21* 

35. During a test audit of the accounts of the sanctioned rebates, 
it came to notice that — 

(i) rebates had been obtained on the basis of faked cash memo- 
randa by 3 institutions from one of which the entire amount 
involved i.e. Rs. 989 had been recovered. In the second 
case, out of an amount of Rs. 9,246 overpaid, Rs. 3,232 have 
been realised by the sale of the stock of Khadi taken over 
from the institution. The third case is still under investiga- 
tion. 

(ii) no refunds of rebates wore being obtained by the Board in 
respect of ‘sales returns’. 

At the instance of Audit, Government issued instructions to the 
Board for effecting recoveries in all such cases. An amount 
of Rs. 56.976 had been recovered on this account upto 15th 
April, 1959, as a result of review of past cases and further 
review is in progress. A suitable procedure had since been 
introduced for automatically effecting such recoveries in 
future. 

Asked about the steps being taken to detect cases of rebates on 
faked sales, the witness stated that the procedure was being changed 
in consultation with Audit. The Committee desired to be furnished 
with a note examining the measures to prevent loopholes in the pro- 
cedure of payments to societies to prevent payment of rebates on 
faked sales. 

36. The Committee then adjourned till 10.00 hours on Tuesday , the ' 
20 th October , 1959. 



proceedings of the seventeenth sitting of the 

PUBLIC ACCOUNTS COMMITTEE HELD ON TUESDAY, 

THE 20TH OCTOBER, 1959. 

.37. The Committee sat from 10.00 hours to 12.55 hours. 

PRESENT 

Shri Upendranath Barman — Chairman. 

Members 

‘2. Shri Maneklal Maganlal Gandhi 

3. Pandit Jwala Prasad Jyotishi 

4. Shri Radha Raman 

5. Shri T. R. Neswi 

6. Shri Raghubar Daval Misra 

7. Shri Vinayak Rao K. Koratk&i 

8. Shri Yadav Narayan Jadhav 

9. Shri Shraddhakar Supakar 

10. Shri Amolakh Chand 

11. Rajkumari Amrit Kaur 

12. Shri Rohit Manus'nankar Dave 

13. Shri T. R. Deogirikar 

14. Shri Surendra Mohan Ghose 

15. Shri Jaswant Singh. 

16. Shri S. Venkataraman. 

Shri A. K. Chanda, Comptroller and Auditor General of 

India. 

Shri A. Kalyanaraman, Deputy Comptroller & Auditor 
General of India. 

Shri S. Venkataramanan, Accountant General, Central 

Revenues. 

Shri P. V. R. Rao, Director of Audit, F.R.S.C.S. & M. 
Shri P. K. Sen, Director of Commercial Audit. 



Secretariat 


Shri V. Subramanian — Deputy Secretary. 

Shri M. C. Chawla — Under Secretary. 

Witnesses 

Ministry of Comma cc & Industry 

Shri S. Ranganathan, Secretary. 

Shri V. Neelakanthan, Managing Director , Sindri Fertilizers 
and Chemicals Ltd. 

Shri C. S. Shukla, General Manager , Nahan Foundry Ltd. 

Shri K. L. Ghei, Financial Adviser. 

Ministry of Finance (Department of Economic Affairs) 

Shri A. R. Shirali, Additional Budget Officer. 

NAHAN FOUNDRY LIMITED, NAHAN 

Loans and advances — para. 50 of Audit Report, 1958, Page 52. 

38. A loan of Rs. 4 lakhs was advanced by the Government in July/ 
November, 1952, for which the Foundry was to issue debenture stock 
carrying interest at the rate of per cent, per annum in favour of 
the Pr sident. It was, however, decided in August, 1947, to treat 
this amount as a repayable loan. A further loan of Rs. 3*5 lukhs was 
taken from Government in July, 1953, to meet the working expenses. 
The Foundry had made a proposal to the Government to convert the 
loan of Rs. 7*5 lakhs into share capital. 

39. Explaining the reasons for the conversion of this loan into 
share capital, the representative of the Ministry of Commerce and 
Industry staled that though the profit of the Foundry in 1958-59 was 
expected to be about Rs. 1 lakh, this return was not considered 
adequate on a total paid up capital of Rs. 40 lakhs and, therefore, it 
was thought that if this loan was converted into share capital, the 
Foundry would be saved of Ihe interest charges ther on and therein 
the direct charge on the gross profit would be reduced. In reply to a 
question, the Committee wer^ informed that the Foundry had made 
provision in its accounts for the payment of interest on the total loan 
of Rs. 7*5 lakhs taken from the Government. 

40. The Committee in this conection referred to their earlier 
recommendation made in para. 33 of their 18th Report (2nd Lok 
Sabha) that the capital of the Foundry might be suitably recon- 
structed and writt r n down in order that the Foundry mignt snow 
2012 ( Aii) LS— 5 
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better working results in future and wanted to know the action taken 
thereon. The representative of the Ministry stated that as the entire 
share capital of the Foundry was owned by Government, the question 
of the writing down the share capital was still under the considera- 
tion of Government. He added that even in 1954, when there was a 
general valuation of the assets and an under-provision of de preciation 
to the extent of Rs. 5 lakhs was detected, instead of reducing the 
paid-up capital to that extent — which was considered to be a com- 
plicated and drastic step— the less was transferred to a separate 
account to be written off from future profits. Therefore, the question 
of further reduction of capital in view of the revaluation of the assets 
merited much closer consideration and the matter would be decided 
in consultation with the C. & A.G. 

41. When «asked whether there was any proposal to have any other 
cost audit by the Cost Accounts Officer, the representative of the 
Ministry stated that it was not necessary and with the statistics 
available a satisfactory solution would be found out after discussion 
with the Comptroller & Auditor General and the Ministry of Finance. 

The Committee, however, pointed out that it would not be proper 
to write down the shore capital on the one hand, and then to convert 
the loans from the Government into share capital. 

Large outstandmg under loans & advances — para. 54 of Audit Report, 
1959, page 52. 

•12. (i) A sum of Rs. 65,031 was due from a Co-operative Organisa- 
tion in Uttar Pradesh on account of goods supplied to it about two or 
three years ago. It had not cleared the account in spite of the 
instructions issued to it by the U.P. Government. 

(ii) For debts amounting to Rs. 5,47,201 due from private parties, 
arbitration awards for Rs. 1,02,976 had been obtained by the concern 
and filed with the concerned courts for obtaining decrees but only a 
sum of Rs. 4,855 had been recovered till March, 1958. A sum of 
Rs. 5,000 was provided for bad and doubtful debts in the accounts for 
1957-58 making a total provision of Rs. 36,150 upto that date. 

43. When asked whether the provision for bad and doubtful debts 
was considered adequate, the representative of the Ministry stated 
that a large amount of outstandings was recoverable from the persons 
to whom the crushers had been given on hire. Most of these out- 
standings had since been recovered and the balance of outstandings 
was only Rs. 2*77 lakhs. Therefore, the provision for bad and doubt- 
ful debts was considered adequate. 
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44 . When asked what steps had been taken to recover the amount 
due from the co-operative organisation in U.P., the representative of 
the Ministry stated that as a result of his personal efforts, a sum of 
Rs. 24,000 had been collected from the co-operative organisation and 
the Ministry was hopeful of realising the balance also. 

In reply to a further question, the Committee were informed that 
about Rs. 7,000 were due from persons now living in Pakistan. 

45. The Committee then referred to the recommendations of the 
expert ad hoc Committee appointed by the Government to advise on 
the steps to be taken to modernise the Foundry and diversify its pro- 
duction with a view to making it a more economic unit and wanted 
to know the action taken by the Foundry to implement these recom- 
mendations. The General Manager of the Foundry stated that the 
recommendations of the ad hoc Committee had been split up into 
two stages for the purpose of their implementation. The first stage 
of development had almost been completed and equipment worth 
about Rs. 1,20,000 had been purchased, installed and commissioned. 
Equipment worth about Rs. 15,000 was being manufactured in the 
Foundry itself. As a result of this, it had been possible for the 
Foundry to increase its tonnage ot castings. Th^ro had also been 
reduction in fuel due to higher melting rate achieved as a r sult of 
installation oi two new modern cupolas. The Committee were also 
informed that the Foundry was undertaking the programme for 
diversifying its production and it had been able to secure orders from 
Railways and P. & T. also for its products. 

SINDRI FERTILIZERS & CHEMICALS LTD. 

Rated capacity not achieved according to the original estimates — para . 

51 oj Audit Report 1958 —Page 53. 

46 . The factory was designed to have a rated capacity of 960 tons 
of Ammonium Sulphate per day with the use of seven compressors, 
with an additional one as a standby. The original cost of the plant 
and machinery was Rs. 12,04,11,500. A further sum of Rs. 25 lakhs 
was spent on certain modifications of the plant to correct imbalance 
in production. Despite this additional expenditure and the use of all 
the 8 compressors, the daily outturn of the factory was 906 tons only 
against the rated capacity of 960 tons. An additional expenditure of 
Rs. 50 lakhs was sanctioned in March, 1955 for the installation of a 
9th compressor and certain other improvements to achieve a rated 
capacity of one thousand tons per day. The 9th compressor is now in 
use since August, 1956. The total expenditure incurred on the modi- 
fications of the plant upto the end of February, 1959 amounted to 
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Rs. 51,29,607. Some of the modifications were, however, still stated to 
be under way. Though an average daily outturn of 910 tons was 
achnved in 1957-58, the daily average production went down to 904 
tons in 1958-59. 

47. When asked why the rated capacity for ammonium sulphate 
could not be achieved, the representative ox tne Ministry stated that 
in the beginning considerable time was taken in overcoming the 
difficulties in the grinding section of the Gypsum Plant and in the 
filtration of the Sulphate Plant and the Ammonia Plant. Secondly, 
the down time of the equipments, i.e. the time during which the 
machine had to be kept idle for the purpose of servicing was 
practically more than allowed for. Thirdly, the factory had not 
been able to get good quality Gypsum. Originally, the plant was 
designed on the basis of the Pakistan Gypsum which was 90 to 92 
per cent. pure. The Gypsum at present obtained from Rajasthan 
was only of 84 per cent, purity. Fourthly, the coke available for 
the gas plant was of inferior quality than the coke that was sent 
originally to the designers for the gas plant. 

48. The representative of the Ministry, however, could not give 
any satisfactory reply as to why there was the decrease in th*) pro- 
duction of ammonium sulphate from 1557-58 onwards and as to why 
there was a variation in its monthly production. The Committee, 
therefore, desired to be furnished with a note in this r: gard. 

45. The Committee then referred to the new gas plant installed 
at the Factory and enquire d whether the Company was satisfied with 
its working. The representative of the Ministry stated that the plant 
was at present only making experimental runs and was working only 
upto 50 per cent, of its rated capacity but according to the advice of 
an expert the plant would eventually achieve its rated capacity. It 
was, however, admitted that due to the presence of naphthaline in the 
gases, the plant had to be stopped and the necessary purification of 
gases undertaken as a result of which the commission.ng of the plant 
was delayed. 

Extra expenditure on the purchase of coal for the Coke Ovens — para. 

53 (z) of Audit Report 1959 — pages 49-50. 

50. The Coke Ovens at Smdri consume annually about 3:85 lakh 
tens of selected ‘A’ grade and selected ‘B’ grade of coal, obtained from 
nearby collieries. 

Upto March, 1957, the Tender Notices and the Purchase Orders 
provided that payments for the supplies would be made on the results 
of quality analyses carried out by the Company with regard to ash 
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and mo sture content. All but two of the collieries accepted pay- 
ment on the basis of the analysis reports of the Company. These two 
collieries refused to accept payment according to this formula on th i - 
ground that the quality of coal actually supplied by them conformed, 
according to their information, to the specifications of selected ‘A’ 
Grade as laid down by the Company, and that under the Colli ry 
Conti ol Order they were entitled to receive the full controlled rates 
of coaJ mined at their collieries without any abat ment. They also 
1 hreatened to suspend despatches if payment was not made according 
to the invoiced price based on the Colliery Control Order. The Com- 
pany cone, ded on 2nd August, 1955 to the claims of these two collieries 
with retrospective effect from December, 1954 (when the coll eries 
started supplying coal to the Company) though the results of the 
quality analysis, carried out by the Company, indicated that the 
supplies made were of a grade lower than invoiced for. No rcterence 
was made on this point of dispute to the Coal Commissioner. 

51. According to bulletin No. 17, dated February, 1954 issued by 
the Coal Commissioner irrespective of the grading given to a colliery 
by the Coal Commissioner, it was the actual quality of coal des- 
patched that should matter, if a colliery graded as selected ‘A’ des- 
patched coal to a consumer who found on analysis that it was really 
Grade ‘B’ coal the consumer would be justified and within the law 
if he paid the price for Grade ‘B’ coa] only. The above bulletin also 
conceded that a contract stipulation that the consumer would get the 
coal analysed in such manner as might be agreed upon and pay the 
price according to the grade in which the coal was found on analy- 
sis to fall, would be a fully legal condition. 

52. Besides disregarding the above provisions, the Company 
ordered in May, 1957 that the payment to all the coal suppliers 
would be made on the Coal Controller’s grading of the colliery and 
not on the analysis reports of the Company. Thus, the Purchase 
Orders issued from the beginning of the financial year 1957-58 did 
not contain any stipulation to the effect that payment would be on 
the results of analysis. 


53. A test audit of the accounts of the coal purchases made by 
the Company for its coke ovens for two months in 1957-58 revealed 
excess payments to the extent of Rs. 47,300 and Rs. 57,300 respectively 
to the various Collieries for the supplies of lower grade of coal, as 
calculated from the results of analysis made by the Company. 
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54. When asked why were the claims of the two collieries con- 
ceded when the results of the quality analysis carried out indicated 
that the supplies were of a grade lower than that invoiced for, the 
representative of the Ministry stated that since these two collieries 
refused to be bound by the results of the analysis carried out by the 
Company and threatened to stop supplies if the Company persisted, 
the only course open to the Company was either to accept the con- 
ditions laid down by the collieries and take the coal or forego the 
supplies. As the latter course meant a possible break-down in pro- 
duction due to paucity of coal, there was little choice left at that 
juncture. 

55. When asked why this matter was not brought to the notice 
of the Coal Commissioner who had the statutory authority to force 
any colliery to supply a particular quality of coal to a particular 
consumer, the representative of the Ministry stated that though the 
Company had brought this matter to the notice of the Coal Control- 
ler, it was not actively pursued. He expressed his regrets for their 
failure on the part of the Company. It was, however, stated that 
the Managing Director of the Company had a discussion with the 
Secretary, Ministry of Steel, Mines & Fuel and he would also discuss 
it further with the Coal Controller and the suppliers of the Coal 
so as to arrive at a satisfactory arrangement. 

Delay in taking possession of acquired land — Para 51 of Audit 
Report, 1958, Page 54. 

56. Out of about 300 acres of land acquired in February, 1952 
valued at about Rs. 2 ? 70,000 for which full compensation with interest 
was paid serveral years ago, about 200 acres were still (September, 
1958) in the occupation of the old tenants. 

57. Explaining the reasons for delay in handing over the posses- 
sion of this land by the Bihar Government, the representative of the 
Ministry stated that the Bihar Government were finding it difficult 
to evict the tenants. At present there were only 116 acres of lands 
still to be handed over by the Bihar Government. 

Extra expenditure incurred in the construction of electric repair and 
Instrument shop building — Para 51 of Audit Report , Page 54. 

58. Due to repeated changes in the decision for the location of the 
Electrical Repair and Instrument Shops, the building constructed tr 
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house these shops, had to be built in two stages resulting in an extra 
expenditure of Rs. 31,000. 

59. The representative of the Ministry stated that the change in 
the decisions was due to divergent technical advice received by the 
Company. 

Irregular appointment — Page 55, Para 51 of Audit Report, 1958. 

60. Unde i the Articles of Association of the company, prior 
approval of the President is required for the creation of posts on 
pay of Rs. 2,000 p.m. or more. An appointment was, however, made 
on a pay of Rs. 2,200 p.m. in the scale of Rs. 2,000 — 100 — 2,500 — 125 — 
2,750 with effect from the lltn September, 1954, while the President’s 
approval was applied for on the 14th December, 1954. In according 
ex-post-facto sanction on the 18th May, 1955, the Government observ- 
ed that they did not favour the idea that the pay of such posts 
should exceed Rs. 2,250 and that their prior approval to this parti- 
cular appointment should have been taken and that the proposed scale 
of pay should be treated as personal to the present incumbent and 
not be taken as a precedent. 

61. Explaining the reasons as to why prior approval of the Pre- 
sident was not obtained for the appointment as required under the 
Articles of Association of the Company, the representative of the 
Ministry stated that though the matter was discussed informally, 
formal orders in writing were not obtained through oversight. 

Payment of Compensatory Allowance in certain cases in excess of 
Central Government rates — Page 55, para 51 of Audit Report 
1958. 

62. The Company pays city compensatory allowance to their staff 
posted at Calcutta, but two of its officers were paid the allowance at 
Rs. 100 p.m. instead of Rs. 75 and Rs. 50 per month (the Central 
Government rates which the Company followed usually) from the 
1st September, 1952 and 18th August, 1953 respectively. 

63. The Committee were informed that the Central Government 
rates were not applicable to the Company automatically and the 
Board had the final authority to fix these rates. The incumbents 
had, however, since vacated those posts and the special rates of com- 
pensatory allowance had been discontinued. 

64. In reply to a question, the Committee were informed that the 
Sindri Fertilizers Factory had got its own recruitment rules. The 
question of adopting the Central Government Service Conduct Rules 
(including recruitment rules etc) for the employees of the Company 
was stated to be still under correspondence. 
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Price preference to indigenous products — Page 55 — Para 5.1 of Audit 
Heporz 1958. 

65. The Factory allowed a price preference of 29 per cent to an 
indigenous firm on the quotation of the foreign firm F.O.R. Sindn 
lor the purchase of Rasching Rings when the Government had 
accepted a price preference of only 15 per cent and upto 25 per cent 
to certain specified classes of stores for indigenous production. 

66. Elucidating the reasons for the additional price preference, the 
representative of the Ministry stated that the price preference of 29 
per cent was calculated on the basis of an import duty of 31i per 
cent. But from a document available later on (after the acceptance 
of the Audit para) it came to their notice that the import duty was 
66 2/3 per cent. On this basis, the actual price preference worked out 
to only 6 per cent. 

In reply to a question, the Committee were informed that this 
price preference had encouraged indigenous production and the 
prices of Rasching Rings had also been brought down. 

Expensive arrangement for running light vehicles — Para 51 of Audit 
Report 1958, Page 56. 

67. To secure better maintenance and longer life, each vehicle 
was placed in charge of a separate driver, entailing a large extra 
expenditure as it was considered to be more economical in the long 
run The normal duty hours of a driver being only 8 hours a day 
each vehicle remained idle outside the duty hours of the driver. A 
large number of vehicles had, therefore, to be kept at a heavy capitral 
outlay. 

According to the Audit Report, the management held that this 
arrangement ensured the durability of the machine as each driver 
was held responsible for nnv damage to the car. 

68. Giving the latest position, the representative of the Ministry 
informed the Committee that at present there were only two cars 
in charge of separate drivers. The other cars had been placed in a 
pool in charge of common drivers. 

Damage to Gowai Barrage in September, 1953 — Para 51 of Audit 
Report , 1958 — Page 56. 

69. A barrage constructed by the Company on the river Gowai for 
supplying water to the township and factory, was damaged on the 
night of 25th/26th September, 1953 during the monsoon. A depart- 
mental Committee appointed to report on the reasons for the damage, 
observed that there was no defect in the design of the embankment 
which was responsible for *the damage; it was due to an error of 
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judgment on the part of some officials of the Company in impounding 
water during the monsoon period and in not opening the scouring 
sluices in time during the flood season. No disciplinary action was 
taken against the officials concerned except the administration of a 
warning to one of them. Another official was informed that the ini- 
tial error of judgment on his part was deplorable. 

70. When asked whether these warnings were recorded in the 
confidential rolls of the official, concern ^d, the representative of the 
Ministry replied that these were recorded in their personal files. 

Shortage of coke — Para 53 (ii) of Audit Report , 1959 — Page 50. 

71. The stock of coke produced at the coke oven plant showed 
shortages which represented the difference between the tonnage of 
coke as per book balance and tonnage as per ground balance. It was 
explained to Audit by the Company that the Coke production figures 
were calculated by test weighing the daily production of ovens at 
specified intervals and so any error in the test weighment would 
result in a faulty estimate of the total annual production o! all the 
ovens and that the correct weight could only be ascertained when a 
mechanical contrivance like a belt weigher was installed. The 
Ministry had asked the Company on 14th May, 1959 to examine 
this suggestion. 

72 When asked whether the belt weigher for coke had been in- 
stalled the representative of the Ministry stated that the belt weigher 
installed for the weighment of coal was not working satisfactorily. 
Therefore, the question of installing the belt weigher for coke was 
still under consideration on the basis of the report received from the 
experts 

73 In reply to a question as to whether the difficulties experien- 
ced m the belt weigher for coal could not bo anticipated, the repre- 

m alive of the Company stated that they had no previous experience 
u; that kind of belt weigher. The experts of the firm from which it 
was purchased had assured its satiVactory working. But the rigid 
conditions imposed for its accurate working could not be achieved in 
the ordinary working conditions. 

Patfment of heavy demurrage charges — Parr 53 fui) of Audit 
Report. 1959 — Page 51. 

74. Demurrage charges to the extent of Bs. 93,853 and Hs. 3,02,344 
were paid to the Railways during 1736-57 and 1957-58 respectively. 
The Management explained that every effort was being made to 
avoid demurrage but it was not possible to eliminate such charges 
altogether when mechanical tipplers went out of commission. 
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75. When asked whether the Company had got the additional 
tipplers, the representative of the Company stated that they had one 
tippler for the coke oven plant, one for the power house and two for 
gypsum. It was also stated that in case of prolonged break down 
the unloading was done by manual labour. But if the break-down 
was for a short period only, they preferred to unload the wagons 
only when the tipplers were put in order. 

Appropriation of fees realised by the Medical Officers during hospital 
hours — Para 53 (iu) of Audit Report , 1959 — Page 51. 

76. Fees realised from non-entitled patients for treatment during 
hospital hours were wholly appropriated by certain Medical Officers 
of the Company under the orders issued by the Managing Director 
on 22nd June, 1955 which orders were not placed before the Board of 
Directors for confirmation. 

77. When asked why the fees realised by Medical Officers during 
hospital hours had been appropriated by them instead of crediting it 
to the Company, the representative of the Ministry stated that the 
position had since been rectified and the Medical Officers had now 
been asked to remit to the Company a part of the remuneration rea- 
lised by them from non-entitled patients. 

Infructuous expenditure on training of a Technical Officer — Pari 

53 (u ) — Page 51 of Audit Report , 1959. 

78. A Technical Officer was sent abroad on 1st November, 1952 
for receiving training and a sum of Rs. 16,042 on account of pay and 
allowances, kit and travelling allowances of the Officer was spent hy 
the Company. 

The Officer, however, left the service of the Company on 1st 
November, 1955, i.e., within one year of his return from abroad and 
the Company was left without a remedy owing to its failure to take 
from the employee an agreement for a minimum period of service 
or refund of the expenditure in lieu of such service. 

79. The Committee were informed by the representative of the 
Ministry that the position had since been rectified and such agree- 
ments were now being obtained whenever the employees were sent 
abroad. 


Methanol Plant at Sindri 

80. The Committee then discussed some of the points arising 
from their on-the-spot study visit to the Company during Septem- 
ber, 1959. The Committee saw a Methanol Plant at Sindri lying 
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Idle which was in operation at the well-known factory of M/s. 
B.A.S.F. at Oppau in Germany and was offered to India as part of 
the War Reparation. Besides expenditure incurred on transporta- 
tion amounting to Rs. 7*5 lakhs, the company had spent about Rs. 5*6 
lakhs on its maintenance. A fire occurred in the plant causing a 
loss of Rs. 1 lakh. 

81. When asked why the Company had not thought of utilising the 
plant so far, the representative of the Ministry stated that the^- had 
asked for advice from a German consultant firm — the original 
makers of this plant — regarding its utilisation. But it was <iil 
awaited. In reply to a question whether the expenditure of Rs. 5*6 
lakhs incurred on its maintenance by the Company was a legitimate 
charge on the Company the representative of the Ministry stated 
that the company had not yet claimed reimbursement thereof. He 
added that this plant could be utilised and the expenditure incurred 
on maintenance till it started functioning could be capitalised. The 
Committee could not get a satisfactory reply for the long delay in 
getting the expert advice. The representative of the Ministry, 
however, assured the Committee that steps would be taken to ex- 
pedite decision on this case. 

MINISTRY OF COMMERCE AND INDUSTRY — contd. 

Appropriation Accounts . 1956-57 and 1957 - 58 , VoZ. II, Page 17 , 

Para 10 , note 3 and para 8 . sub-head AI( 4 ). 

82. The certificates of utilisation of the grants-in-aid paid during 
1954 to 1957 and 1955-56 to 1957-58 to the various State Governments 
and other private Institutions for the development of handloom indus- 
try and the Silk Industry respectively had not been furnished to 
Audit. 

83. When asked what control was exercised by the Central Gov- 
ernment to ensure that the grants-in-aid given by them were utilised 
by the States, etc. economically and for the specific purposes for 
which these were intended the representative of the Ministry stated 
that they were discussing this matter with the representatives of the 
States, Ministry of Finance and C. & A.G. to find out some satis- 
factory method in this regard. 

In reply to a question, the Committee were informed that the 
Annual Reports on the working of the various autonomous boards 
etc. were now placed before Parliament as recommended by the 
Committee. 

Coir Board — Administration — Appropriation Accounts 1956-57 — 

Page 20, Note 21, sub-para (1). 

84. An expenditure of Rs. 2,532-14-6 was incurred on taxi charges 
during the Industries Fair held at Delhi in December, 1955. Details 
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regarding the purpose of the journeys and the persons who utilised 
it were, however, not maintained. 

85. The Committee were informed that the expenditure was in- 
curred solely in connection with the Industries Fair. When asked 
in this connection why a log book was not maintained to keep an 
account of the details of journey, the representative of the Ministry 
stated that the Coir Board would be advised to maintain such a log 
book in future. 

Measures for promoting sale and increasing consumption of coir and 
coir products in India — Appropriation Accounts 1956-57, Vol. II, 
note 21 ( ii ) page 20. 

86. A stall was constructed at a cost of Rs. 10,500 and a further 
expenditure of Rs. 4,452-8-0 was incurred on its decoration, etc. The 
structure was dismantled after the Fair and disposed of through Gov- 
ernment auctioneers in March, 1956 for Rs. 50 only. The amount, 
after deduction of commission of Rs. 10, viz was Rs. 40 was still to be 
realised from the auctioneers. The Committee were informed that 
the amount of Rs. 40 had since been realised from the auctioneer. 

87. In reply to a question whether the amount realised from the 
auction sale of the structure was considered reasonable, the repre- 
sentative of the Ministry stated that under the rules they had to 
auction it and that too within a short period. They could not wait 
to get a better price. 

88. When asked whether in view of a large number of exhibitions 
held it was not desirable to have some standard designs for the stalls 
being put by such Boards etc., the representative of the Ministry 
stated that in every exhibition the lay-out was completely changed 
and they had to put up structures of different shapes and sizes. 

89. In another case, a sum of Rs. 1,500 was advanced by a depart- 
ment of the Union Government on behalf of the Board without 
security to a Guide on 8th November, 1955 for the purchase of iron 
stands for the display of coir mats. Two iron stands were supplied 
by him in June, 1956, 6 months after the close of the fair. 

90. When asked as to why these stands were accepted, the repre- 
sentative of the Ministry stated that although the stands which were 
supplied Jate were not useful for that particular exhibition, they were 
useful for other purposes. He, however, added that this work was 
got done through the agency of the advertising consultants on a lump 
sum basis and that he had not been able to secure all the papers relat- 
ing to this case. 

Brochure . 

91. In another case the Board incurred an expenditure of Rs. 559 
towards the printing of an erratum of a single figure in a brochure 
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published in connection with the Industries Fair. The Secretary 
agreed with the Committee that the error could have been corrected 
by using a rubber stamp. 

r I he representative of the Ministry agreed to look into all these 
irregularities and take such remedial measures as were considered 
necessary. 

92. Before the Committee rose, they decided that further points 
arising from the Accounts relating to the Ministry of Commerce and 
Industry which they could not cover for want of time should be for- 
warded to that Ministry for furnishing written replies thereto. 

93. The Committee then adjourned till 10.00 hours on Wednesday, 
the 21 st October , 1959. 



PROCEEDINGS OF THE NINETEENTH SITTING OF THE PUBLIC 
ACCOUNTS COMMITTEE HELD ON WEDNESDAY, THE 21ST 

OCTOBER, 1959. 
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8. Shri Raghubar Dayal Misra 
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11. Shri Shraddhakar Supakax 
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13. Rajkumari Amrit Kaur 
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15. Shri T. R. Deogirikar 

16. Shri Surendra Mohan Ghose 
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18. Shri S. Venkataraman. 

Shri A. K. Chanda, Comptroller and Auditor General oj 

India. 

Shri A. Kalyanaraman, Deputy Comptroller and Auditor 

General. 

Shri S. Venkataramanan, Accountant General, Central 
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Secretariat 


Shri V. Subramanian — Deputy Secretary . 

Shri M. C. Chawla — Under Secretary. 

Witnesses 

Present during examination of the Ministry of Steel , Mines and Fuel 
(Department of Mines and Fuel) 

Shri S. S. Khera, Secretary. 

Shri N. S. Mani, Joint Secretary. 

Shri A. M. N. Ghosh, Member (Techiiical ) , Oil and Natural 
Gas Commission. 

Ministry of Finance 

Shri N. N. Wanchoo, Secretary. 

Present during examination of the Ministry of Steel, Mines and Fuel 
(Depti. of Iron and Steel). 

Shri S. Bhoothalingam, Secretary. 

Shri A. S. Bam, Iron and Steel Controller. 

Shri C. V. Ramachandran, Price and Accounts Officer, Iron 
and Steel Controller's Organisation. 

Ministry of Finance 

Shri N. C. Deb, Additional Secretary. 

Ministry of Finance ( E.A . Department) 

Shri A. R. Shirali, Additional Budget Officer. 

MINISTRY OF STEEL, MINES AND FUEL (DEPARTMENT OF 

MINES AND FUEL) 

95. The Committee first took up consideration of the Appropriation 
Accounts (Civil), 1957-58 Vol. XV relating to the Ministry of Steel, 
Mines and Fuel (Department of Mines and Fuel). 

.Neyveli Lignite Corporation Ltd. — Page 28 — Note 12 — Sub-head B-2 
(3) — Appropriation Accounts 1957-58 Vol. XV. 

96. The Operational Agreement No. 16 — Project for exploratory 
Lignite Excavation was signed bv the Governments of India and 
U.S.A. on 25th June, 1953 pursuant to the Technical Cooperation 
Programme Agreement between the two Governments dated the 5th 
January, 1952. It was followed by : supplementary agreement signed 
on 30th June, 1955 by the two Governments. The total joint cost of 



74 


the project v\3uch was estimated at $748,500 and Rs. 29,00,000 to be 
contributed by inu Governments oi "U.S.A. arid India roopecliveiy has 
been reduced to $651,321*79 by amendments signed on 27th April, 
1957 and 18th June 1957. The Government of India contribution 
remained unchanged. 

97. Explaining the scope and working of the agreement, the repre- 
sentative of the Department of Mines and Fuel stated that it envis- 
aged the setting up of a pilot plant for conducting experiments in re- 
gard to briquetting and carbonising of lignite available at Weyveli 
with a view to designing the plant etc. required for utilisation of 
lignite on commercial scale. An aid amounting to Rs. 21,57,067 in 
the shape of equipment was received during the year 1957-58 and 
the pilot plant had been set up. As a result of the experiments con- 
ducted, specifications for the plant and machinery had been drawn 
up and tender notice therefor on global basis issued through the India 
Supply Mission, Washington. In reply to a question, he stated that 
the reduction in the loreign exchange component of the cost of the 
pilot project from $ 748,500 to $ 651,321*79 was due to revision by the 
T.C.M. authorities of the cost of the equipment to be supplied by 
them. But this did not affect the scope of the project. 

98. As regards the prospect of mining of lignite, the representa- 
tive of the Ministry stated that the overburden of about 8 million 
cubic yards out of total volume of 28 million cubic yards had been 
removed so far and the mine was expected to produce the targeted 
quantity of 3| million tons of lignite annually by 1962. The thermal 
power station and the Fertilizer Plant which would utilise 1£ million 
tons and half a million ton of lignite, respectively were expected to 
be commissioned by August, 1962. 

99. In reply to a question, the representative of the Ministry 
informed the Committee that the entire amount granted by Govern- 
ment to the Neyveli Lignite Corporation Ltd. during the develop- 
mental stage was being capitalised as share capital. The Comptroller 
and Auditor General held the view that in order to make the State 
Undertakings economical units, the capital invested in them should 
be partly in the form of debenture capital. The representative of the 
Ministry of Finance assured the Committee that in all Government 
Companies, some balance was being maintained between the share 
and loan capital and this principle would be followed in the case of 
Neyveli Lignite Corporation also. 

Establishment of Synthetic Oil Plant — Page 27 — Note 7 — sub-Head 
A. 1(4) — Appropriation Accounts, 1957-58 Vol. XV. 

100. The Committee enquired Ihe present position regarding the 
establishment of the Synthetic Oil Plant. 
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The representative of the Ministry informed the Committee that 
on the advice of the Expert Committee, Government had given up 
the scheme for establishment of a Synthetic Oil Plant as such be- 
cause of high cost of the Project (estimated at Rs. 51 crores). Gov- 
ernment had decided to establish small units aiming at the produc- 
tion of domestic soft coke by low temperature carbonisation of the 
inferior grades of coal and utilisation of the bye-product tar for pro- 
duction of such synthetic fuels as would be possible. They had pre- 
sently decided to undertake three such schemes at an estimated cost 
of Rs. 22 or 23 crores during the Third Plan period. 

Oil Exploration Scheme — Page 27 — Note 8 — sub-Head A. 3(1) — 

Appropriation Accounts, 1957-58 — Vol. XV. 

101. The scheme included the formation of a Rupee Company in 
partnership with the Burmah Oil Company /Assam Oil Company for 
production and transportation of crude oil and setting up of two 
refineries in the public sector for refining Naharkotiya crude oil. The 
expenditure incurred by the Government of India on the appoint- 
ment of consultants etc. amounted to Rs. 48,473 during 1957-58 and 
Rs. 12,02,350 during 1958-59 (upto the accounts for December, 1958). 
An agreement was executed on 14th January, 1958 forming a Rupee 
Company under the name and style of Oil India (P) Ltd. with 33 1/3 
per cent Government participation and the remaining by Burmah Oil 
Company/Assam Oil Company. 

The expenditure incurred by the Government so far (viz. 
Rs. 12,50,823) is recoverable from M/s Indian Refineries Ltd., the 
company set up by Government for control and management of 
public sector oil refineries. 

102. The representative of the Ministry explained that the Oil 
India (P) Ltd., would only supply crude oil while the two refineries 
at Gauhati and Barauni would be set up by the Indian Refineries 
(P) Ltd., which was a Government Company. 

103. The Committee wanted to know the considerations which 
weighed with Government in deciding the location of the two Refine- 
iies at Gauhati and Barauni vis-a-vis the advice of the technical ex- 
perts in the matter, and whether it was necessary to set up two 
refineries for refining Naharkotiya Oil. The representative of the 
Ministry undertook to submit a note* to the Committee, on this 
subject. 

104. The Committee then wanted to know the progress made on 
the projects undertaken for exploration of oil and gas in the coun- 

* Since received. Not printed. 

2012 (Aii) LS— 6 
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try both in the public and private sectors. The representative of fctie- 
Ministry informed the Committee that a number of agencies were 
engaged on exploration work, one of them was the Standard Vacuum 
Oil Company (STANVAC) , an American Company which had under- 
taken exploration work in the West Bengal basin. But the Company 
had not yet been able to strike oil or gas. The representative of the 
Oil and Natural Gas Commission stated that the STANVAC were 
proceeding too cautiously and attributed their slow progress to the 
commissioning of only one drill for exploring a large area of 10,000 
square miles. The representative of the Ministry stated that the at- 
tention of the Company had been drawn to this aspect, who had 
invited a high authority on oil from U.S.A. for assessment of the data 

105. The representative of the Ministry added that the mam Gov- 
ernmental agency for exploration of oil was the Oil and Natural Gas 
Commission which had been set up as a Statutory Corporation with 
effect from 15th October, 1959. The representative of the Oii and 
Natural Gas Commission informed the Committee that at Cambay, 
the area for exploration of oil was being defined and if the we! i - 

ed out to be on a commercial scale the industry would be up 'v. the 
next three years. The result at test well No. 1 there had . ; k*c-o 
encouraging. At Jwalamukhi where drilling was in progress f»r 2’. 
years, they had found a number of horizons one of which was tested, 
and gave gas last year. The work had been delayed due to accident; 
which could not be prevented. He admitted that the results at Jwala- 
mukhi had not been so encouraging. In reply to a question, the wit- 
ness stated that the Commission had in all 8 deep drills (capped v 
3,000 to 4,000 meters) 2 light drills (capacity 2,000 meters) old 4 
structural drills (capacity 1,200 meters), and 2 more drills ha 4 > 
indented. 

In reply to another question, he stated that the Indian technicians 
were recruited from the Universities and were imparted intensive 
training under the American and Russian technicians. 

106. After some discussion on the subject the Committee desired to 
be furnished with a note* stating the progress achieved in exploration 
of oil and gas in the various oil drilling projects undertaken by Gov- 
ernment of India, the results achieved from the working of the agree- 
ment entered into with the foreign collaborators and the expenditure 
incurred on each project upto 30th June, 1959. 

107. The Committee then took up the examination of the Audit 
Report (Civil), 1958 — Part I in so far as it related to the Department 
of Iron and SteeL 

♦Advance copy since received. Not printed. 
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MINISTRY OF STEEL, MINES AND FUEL (DEPARTMENT 
OF IRON AND STEEL) 

Audit Report (Civil), 1958 

Revision of Agreement with Messrs . Krupps and Demag /or the 
construction and operation of the Rourkela Steel Plant — Pages 
1-2, para 4 of Introduction . 

108. In pursuance of the policy of Government to give the 
foreign associates a financial stake in the industrial projects, m the 
agreement concluded wUh Messrs Krupps and Demag in 1953 for 
the construction and cpvjai.on of Rourkela Steel Plant, they were 
required to take up 20 per cent, of the shares m the Hindustan Steel 
Ltd. subject to a financial ceiling (Rs. 10 erorcs approx.) There 
was no provision for payment of any interest on the share caphai 
and the associates had, theiciore, to rely on the profits made by the 
Company for a return on the equity capital they invested. Tins 
policy was subsequently modified and the German Associate v."-re 
released from the obligation to contribute to -be share capital of 
ihe Company. 

109. The Committee wanted to know the reasons for the change 

of the original policy in tVs particular oasis The representative 
of the Department of Iron and Steel stated that at the time Uv* 
original policy was decided m 1953, the European money market was 
in a comfortable position and the foreign firms could invest in such 
concerns without anv strain. By the year 1956, however, conditions 
in Gernrmv — in fact in 4 he whole of Europe and America -had 
hardened and the return on ihe investments in that country became 
quite high. According to the terms of the original agreement the 
German Associates wore U* invest a sum of Rs. 10 crores. roughly 
by way of not receiving immediately the payment for the machinery 
supplied to the Company. They could repatriate the amount in 
1962 (i.e. after 9 years) at a premium of 20 per cent. The firms had 

to raise money in Germany at a h : gher rate in 1956 and the return 
they would get from the Hindustan Steel Ltd. was uncertain. They 
themselves offered substantial reduction in the price of machinery 
if their participation in the share capital was not insisted upon. 
Government accepted this as in their opinion it was also advant- 
ageous to them from the financial point of view and also otherwise. 

110. The Comptroller and Auditor General pointed out that the 
original policy in regard to the participation of foreign associates 
in the equity capital of concerns had two purposes in view viz. (i) 
securing economic construction and adherence to target dates of 
completion, and (ii) the economic operation of the installed capacity. 
With the reversal of tin's policy, Government had to spend more 
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foreign exchange which would otherwise have been provided by the 
foreign associates. Further, the Company had to buy equipment 
on deferred payment arrangements which involved extra payments 
(Rs. 13 T> crores) to the foreign firms. In reply to a question as to 
how the company satisfied themselves that the prices were not 
inflated earlier in order to allow for the reduction offered, the rep- 
resentative stated that it might have been possible. 

The Comptroller and Auditor General pointed out that under 
the agreement there was a provision for calling of global tenders and 
there was no obligation to place orders in Germany. 

111. Explaining the background of the system of deferred pay- 
ment arrangements, the representative of the Ministry stated that 
these arrangements were not contemplated at the time of changing 
the agreement in 1956. The system was devised in 1957 because 
of acute foreign exchange position and covered the entire foreign 
exchange cost of the Rourkela Plant, resulting in postponement of 
all payments for three years at 6 per cent, interest. In this con- 
nection he apprized the Committee about two decisions recently 
taken by Government regarding the financing of the Hindustan 
Steel Ltd. in regard to its foreign exchange requirements. Firstly, 
the repayment of foreign exchange would be the liability of the 
Government and not that of the Company. The Company on their 
part would pay cash terms to Government out of the share and loan 
money granted by Government. Secondly, in order to put the 
Company on a sound footing, Government would not charge any 
interest on the loans advanced to it until 1962. 

Outstanding dues from two main producers of steel — Para 36. 

112. The selling price of steel (f.o.r. destination) supplied by the 
two main producers (TISCO and IISCO) to various allottees during 
the period 1st May, 1949 to 10th June, 1956 included an element of 
freight upto destination calculated at a flat rate per ton. The 
difference between the flat rate of freight and the actual freight 
for each consignment was to be recovered from or paid to the main 
producers as the case may be, by corresponding credits and debits 
to the Steel Equalisation Fund. The amount due to the Fund on 
this account is estimated by the Ministry to be about Rs. 1*5 crores 
as at the end of December, 1957, which was yet to be recovered 
from the producers. 

113. In extenuation, the representative of the Department of Iron 
mid Steel stated that neither the Iron and Steel Controller nor the 
main producers understood correctly until 1953 the implications of 
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the orders issued by Government in 1949 requiring recovery/ad- 
justment of the difference between the provisional and actual 
freight charges, and they remained under the impression that no 
recovery was to be made. Intervening, the Comptroller and Auditor 
General stated that Audit had pointed out to the Iron and Steel 
Controller in November, 1951 about the non-recovery of difference 
in freight charges, and the latter made a reference to Government 
in this behalf in December, 1952. A clarification of these orders was 
issued by Government in 1953 that necessary adjustment was to be 
made. The representative of the Ministry, however, explained that 
during the period 1949 to 1953 the producers did not maintain a 
complete record of the goods despatched and actual freight charges 
from their works to the destination under the impression that no 
adjustment with reference to actual freight was to be made. The 
records in the Iron and Steel Controller’s Organisation were also 
not complete. Because of the non-availability of complete records, 
a relaxed procedure on test check basis was devised in consultation 
with the Comptroller and Auditor General, but the producers did 
not agree to the figures calculated by the Department on the plea 
that the test-check related to the months favourable to Government. 
The Iron and Steel Controller was now negotiating with the pro- 
ducers for a bulk settlement of the outstandings. 

114. When asked to explain the reasons for non-clearance of 
arrears for the period 1953 to 1956 and whether complete records 
for this period were maintained, the representative of the Ministry 
could not give a satisfactory reply. He, however, admitted that 
after the issue of the clarification of orders in 1953, recoveries should 
have been regularly made by the Iron and Steel Controller from 
1953 onwards. The Committee were not satisfied with the manner 
in which the whole matter was handled by the Iron and Steel 
Controller. 

Non-finalisation of r advance* and *on accounf payments of subsidy 
to importers of iron and steel — para 37. 

115. Under the scheme for equalisation of sale prices of steel, 
whenever the imported price of steel is higher than the controlled 
prices at which the main producers are required to sell it, the 
difference is paid as a subsidy to the importers from the Steel 
Equalisation Fund on production of original documents showing the 
actual imported prices together with the consignees’ receipts for the 
steel delivered to them by the importers at equated rates. 

Under the discretionary powers delegated by Government to the 
Iron and Steel Controller and his Accounts Officer on 28th April, 
1954, the Department could allow ad hoc (advance) payments of 
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subsidy to the importers after satisfying themselves about the prima 
facie justification therefor without production of complete support- 
ing documents. On 22nd November, 1957, Government further 
authorised the Department to make ‘on account’ payments to the 
extent prima facie admissible on the subsidy bills outstanding upto 
the period 30th September, 1957 after obtaining indemnity bonds 
from importers. 

During the course of audit of the accounts of the Fund, it was 
noticed that about 5,000 cases of ‘advance’ and ‘on account’ pay- 
ments involving Rs. 20 crores approximately made from 1955 to 
April, 1958 were yet to be finally settled. The cases outstanding in- 
creased to 6,000 as on 31st March, 1959 involving about Rs. 28 crores. 
Further in a large number of cases advance payments had been 
made by subordinate officials without the approval of the compet- 
ent authority. 

116. Explaining ihe reasons for delay in clearance of the out- 
standing cases of ‘advance’ and ‘on account’ payments, the represen- 
tative of the Ministry stated that the delay was mainly due to the 
difficulty in producing original documents by the importers regard- 
ing ocean freight and consignees’ receipts. In consultation with the 
Comptroller and Auditor General, a method had been devised to 
accept collateral evidence from the importers in support of the ocean 
freight. As regards the consignees’ final receipts, at one time they 
had sought the concurrence of the Comptroller and Auditor General 
1 or accepting collateral evidence as an experimental measure. But 
they were not pursuing this proposal as on examination of a few 
cases it had been found that collateral evidence was not cent per 
cent, reliable. He further informed the Committee that some 
prorgess had been made in clearance of outstanding bills. About 
2,400 bills had been passed by the Iron and Steel Controller, 500 
had been passed by Audit, 1,500 were lying with Audit and out of 
the balance of about 4,000 bills the Iron and Steel Controller 
had finalised 2,00 bills. The Comptroller and Auditor General 
pointed out that out of 3,400 cases reviewed by Audit, they 
detected 92 cases of overpayments amounting to Rs. 1,48,256 due to 
arithmetical errors in the bills. The representative of the Ministry 
admitted that such errors should not have occurred. 

117. When asked to explain the justification for making payments 
by subordinate officers without the approval of the competent autho- 
rity, the representative of the Ministry stated that during the 
absence of the Iron and Steel Controller and Price and Accounts 
Officer, who were the competent authority, payments were made 
by the officer next in rank but these were approved ex post facto by 
the competent authority. He admitted that it was a technical 
irregularity in the absence of a formal delegation of powers. 



118. In reply to a question whether any firms, which had 
received payments of subsidy, had gone into liquidation, the repre- 
sentative of the Ministry stated that he was not aware of any such 
ease. To a further question whether there had been any case 
Where the importers after receiving advance payment of subsidy 
had *olri lue stool in black market at higher rates, he replied that 
no such case had been brought to his notice. He, however, 
quoted a case where an importer disregarded the order to despatch 
5.UOO ions of steel to Rourkela and sold it to other parties, which 
was under investigation. But in this case no subsidy had been paid 
ic jhe importer. He expressed the view' that the effective way to 
stop black-marketing in steel was to increase supplies. The Com- 
mittee were assured that necessary action was taken as soon as a 
rase of breach of Iron and Steel Control order came to notice. 

119. The Committee then adjourned till 10.00 hours on Thursday , 
Jhe 22 r>d October . 1959. 
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Secretariat 

Shri V. Subramanian — Deputy Secretary. 

Shri M. C. Chawl a — Under Secretary. 

Witnesses 

Ministry of Steel, Mines and Fuel ( Department of Iron & SteeT) 
Shri S. Bhoothalingam — Secretary. 

Shri M. Ganapathi — Resident Director, Rourkela Steel 

Project. 

Ministry of Finance 

Shri N. C. Deb — Additional Secretary. 

Shri A. R. Shirali — Additional Budget Officer. 

121. The Committee took up further consideration of the Audit 
Report (Civil), 1958 — Part I relating to the Ministry of Steel, Mines 
and Fuel (Department of Iron and Steel) — Hindustan Steel Limited. 

MINISTRY OF STEEL, MINES AND FUEL 
(DEPARTMENT OF IRON AND STEEL) 

HINDUSTAN STEEL LIMITED 

Audit Report (Civil), 1958 

Revision of Estimates and Foreign Exchange Component — Para 
53(a) — p. 59. 

122. The original and revised estimates of the 3 Steel Plants 
given below showed an overall increase of Rs. 86 crores, in their 


present estimated cost: 




Original Estim: tes 

Revised Estim tv.s 

Rourkela 

Rs. 12S cr3res 

Rs. 170 crores 

Bhilai 

Rs. i io crores 

Rs. 1 31 crores 

Durg pur - 

Rs. r 15 crores 

Rs. 138 crores 
\ 


Rs. 353 crores 

Rs. 439 crores 


The revised cost of ancillaries for the three plants has been 
worked out as roughly Rs. 120- 25 crores. The overall cost of the 
Steel Plants would thus be about Rs. 560 crores. 

The overall increase in the foreign exchange component is 
Rs. 63 ‘50 crores and constitutes about 74 per cent, of the basic 
increase of Rs. 86 crores in the cost. 

123. The Committee enquired the reasons leading to the wide 
difference in the original and revised estimates of the Steel Plants, 
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particularly in the foreign exchange component. The representa- 
tive of the Ministry stated that the original estimates were based 
an the first project report given by the Consultants before negotia- 
tions for setting up the plants were started. As a result of the 
negotiations, a number of changes were made in the projects. He 
added that at the time of framing the original estimates, certain 
jtems which were expected to be procured indigenously were not 
actually found to be available in the quantities required and these 
.bad to be imported. 

124. Referring to the increase in the estimates of the Rourkela 
Riant, the Committee drew attention to the following reasons given 
jtj the note submitted by the Ministry to the Estimates Committee 
4 Appendix XVII to the 33rd Report of the Estimates Committee): 

Rs. 

(in crores). 

*‘(i) Increase on account of increase in level of 
wages, prices of raw materials and freight 
between the date of estimates and the 
date of the tender. .. 11.69 

<(ii) Difference between the revised estimates 
(based mostly on contracts concluded) 
and the estimates in the detailed project 
report (which was merely the Consultants 
opinion) . . . 13.94 

Referring to the first item, the representative of the Ministry 
•stated that there was a time-lag of more than a year between the 
framing of the original estimates by the Consultants and placing 
the contracts, during which period the rates of wages and prices of 
materials etc had increased in Germany resulting in increase of 
Rs. 11-69 crores on this account. As regards the second item, he 
explained that the increase of Rs. 13*94 crores was mainly due to 
ander-estimation of the prices of certain equipments by the Consul- 
tants in their project report which was based on the market condi- 
tions then prevailing. He added that in the case of the machinery 
supplied by the Consultants, the variation from the original esti- 
mates was not so much as in the case of the machinery purchased 
from the other German firms. The Committee desired to be fur- 
nished with a statement showing the variations from the original 
estimates in respect of the machinery ordered from the Consultants 
and other firms respectively. In reply to a question, he stated that 
*n the absence of global tenders for all units of the plant, necessary 
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precautions were taken to check up the prices quoted by the German 
firms on the basis of results of the tenders earlier invited in respect 
.rf the blast furnace and power station and enquiries made further. 

In certain cases, he also added, they negotiated the prices ensur- 
ing deliveries of the various units coming from various suppliers 
tilled into an agreed time table. 

12.5 As regards Bhilai Steel Plant, he stated that making allow- 
;.inf for the varying nature of (he plants, they were at that time 
-satisfied with the information available that the Russian prices 
chich were quoted were favourable when compared to the prices 
ivbirli were being quoted in Europe. 

:26. As regards the estimates of the Durgapux Plant, the repre- 
*■* nlative of the Ministry stated that the interval between the original 
estimates and entering into contracts was short. Secondly, when 
broadly finalising the nature of the plant which was somewhat diffe- 
rent from the original plan, the consortium had made a quotation in 
hmiarv. 1956 subject only to 5 per cent, variation. 

127. After some discussion on various other factors responsible 
tor the increase in the estimates, the Committee desired to be fur- 
nished with the following information: 

(i) A note stating the reasons for wide variations between 
the original and the revised estimates cf each of the 
three steel plants and why the factors which have led 
to the revision of estimates could not be foreseen. 

<ii) The revised final estimated costs for the three Steel 
Projects. 

(iii) The amount of increase due to (i) price ‘escalation’ clause, 
and (ii) interest on deferred payments. 

I, c**fs arising from delay m laying of railway tracks, unloading of 
wagons of plant and machinery — Para 53(b), p. 60. 

128. Due to delay in laying of railway tracks and sidings in the 
Reurkela Plant area, serious delays in clearance of wagons of Plant 
^»d Machinery which began to arrive in large quantity from 
Germany from October. 1957 (1013 wagons) resulted in the Rail- 
ways preferring upto 12th February, 1958 bills for Rs. 2,27,717 
{including one for Rs. 1.44,000 for November, 1957) for demurrage 
t barges. Moreover the Company has had to incur unnecessary and 
heavy expenditure on unloading the contents of wagons into a dump 
*;He and reloading and transporting them from the dump site to the 
< extractor's storage sheds in the Plant area. 



129. The representative of the Ministry admitted that there was 
delay in the formation of the site and laying of tracks which resulted 
in the hold-up of wagons. When asked whether similar difficulties 
were experienced in other projects, he replied that in Bhilai, 
Russians had provided for a huge storage area in anticipation of 
any delay in laying tracks, so that wagons were not held up. In. 
the case of Rourkela, he added, that the planning was rather idealis- 
tic in that it envisaged the goods to be consigned tc the erection 
sites right from the beginning. In reply to a question he stated 
that a sum of Rs. 1,16,000 had to be spent for transporting the goods 
from the dumping site to the erection sites. There were, however 
no cases of breakage of machinery in this process. 


Extra expenditure on purchase of Electric Shovels — para 53 (o) . 

pp. 60—62. 

130. As a result of delay in placing the order for supply of 4 elec- 
tric shovels required for Iron Ore Mines at Barsua on the lowest 
tenderer, who had quoted a price of Rs. 8,05,000 each in March, 1957 
(raised to Rs. 9,30,548 on 8th July, 1957) orders had to be placed on 
29th November, 1957 on another tenderer at a price of Rs. 10,80,000 
(subsequently reduced to Rs. 10,08,000) as in the meantime the 
lowest tenderer had sold the shovels. Only one shovel was urgently 
required for site clearance at Rourkela. The Manager of the Iron 
Ore Mines had however on 22nd August, 1957 intimated that he 
did not require the shovels urgently and even the electricity required 
for working the shovels was not available at the Mines. 

131. The Committee pointed out that this transaction revealed 
want of co-ordination and planning leading to an avoidable expendi- 
ture of about Rs. 4 to 5 lakhs. The representative of the Ministry 
explained that the National Coal Development Corporation, another 
State Undertaking, which had invited tenders earlier than the 
Hindustan Steel Ltd. purchased the four shovels from the lower 
tenderer. He added that both the N.C.D.C. and the H.S.L. purchased 
the equipments on deferred payment arrangements from the two 
tenderers and if the final prices paid by each under these arrange- 
ments were compared, the difference would not be much. Even 
assuming that there was some difference in the final prices, either 
of the State Corporations had to purchase the shovels from the 
second tenderer, there being no other offer. Intervening, the Com- 
ptroller and Auditor General pointed out that in view of the fact 
that as only one shovel was required urgently at Rourkela, the H:S.L. 
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and N.C.D.C. could have co-ordinated their requirements and distri- 
buted between them equitably the four shovels available at a lower 
price instead of competing with each other. 

Delay in completion of Blast Furnace — Para 53(d), pp. 62-63. 

13*2. The contract for the civil engineering work for the Blast 
Furnace and Steel Melting Shop was awarded on the 2nd February, 
1957, to an Indian firm net only because of its low tender (b.y about 
Rs. 25 lakhs) but also on the consideration that it undertook to put 
mto use extra plant and machinery to increase its capacity to enable 
it to strictly observe the prescribed time schedule. The firm was 
u> work under the supervision of the foreign Blast Furnace Contrac- 
tor who was to be paid a sum of Rs. 22*20 lakhs for preparing the 
designs for, and supervising the work on, civil engineering items. 

The Indian firm, however, could not obtain sufficient plant and 
machinery to complete the work according to the time schedule 
with the result that the work fell into serious arrears. In order to 
expedite the progress of the work and to bring it into line with the 
lime schedule of the foreign contractor the Company had to render 
certain assistance to the contractor which involved a total extra 
expenditure of Rs. 30 lakhs approximately to the Company. The 
difference of Rs. 25*50 lakhs between the lowest and next higher 
lender was mere than wiped out, not to mention the fact that the 
work had considerably been delayed because of the lapses on the 
part of the contractor. 

133. The Committee questioned the justification for selecting the 
* ontractor for the work who was not technically competent tc 
execute it. The representative of the Ministry stated that neither 
ol the two contractors who tendered for the job had previous experi- 
ence of that typo of work and sufficient equipment and machinery. 
There was not much to choose between the two tenderers in the 
matter of technical competence and Government thought that the 
marginal superiority claimed by the higher tenderer would not 
have justified the contract being given to him at the higher rates. 
On an assurance given by the lower tenderer to put into use extra 
machinery, Government decided to accept the lower tender. In 
reply to a question, he admitted that at one time the Technical Con- 
sultants had advised the Company not to accept the lower tender 
but Government had to weigh other considerations also in coming 
to a decision. They had actually negotiated with the higher 
tenderer also who agreed to reduce his quotation by Rs. 5 lakhs 
cmly, thus reducing the difference between the two tenders to Rs. 20 
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lakhs. In the end the Technical Consultants also agreed to tu.i 
contract being awarded to the lower tenderer, he added. 

134. The Committee then enquired the justification for asswtttt- 
ing that the rate quoted by the contractor for shuttering work 
was inadequate and that he should be paid Rs. 13 lakhs extra to 
make up his short quotation. The representative of the Ministry 
stated that the extra expenditure related to the additional shutter- 
ing work which could not be foreseen at the time of calling for 
tenders and had not been envisaged in the contract, lire Com- 
mittee desired to be furnished with information as to why the addi- 
tional work was not included in the original estimates prepared 
by the Technical Consultants. 

Defective contract far Blast Furnace — Para 53(c). 

135. In the original contract for supply and erection of the Bla»f. 
Furnace plant at Rourkela for a lump sum of Rs. 1,02,37,500 and 
additional daily payment at tariff rates to the foreign worker, 
there was a stipulation that the cost of local labour woulu U- l .> *t .» 
by the Company. A sub-contract was awarded to an Indian e x - 
tractor (acceptable to the foreign) firm) for this purpose for Rs. 48' 54 
lakhs. The sub-contract was an erection contract on a tonnage 
basis and included cost of supervision of erection by th,_- sub-con- 
tractor as also his element of profit, although the supervision wi.s 
the liability of the foreign contractor who was being t >iki R.> 4 
crore in lump sum for the complete job. The original contra, -I 
with the foreign firm containing the stipulation that the cost tn 
respect of Indian labour (about 1,000 in number) would be borne 
by the Company, was apparently vague and defective, since no 
indication was given in it regarding the division of labour, both 
skilled and unskilled categories or of the ceiling rates to be paid 
to such workers or who would supervise the work of this labour 
etc. 


136. In extenuation, the representative of the Ministry stated 
that in this case the Company took a practical decision in award- 
ing the sub-contract. In the original contract, the obligation >f 
the Company was to provide the foreign firm with the number of 
workers required for the job, which was estimated to be 1,000. Hie 
actual work of erection was done under the supervision of the 
German erectors because the responsibility for alignment and for 
seeing that every thing was being done properly under “plant 
works”, was theirs. Had the Company not awarded a sub-contract 
and taken the responsibility for supplying the required number of 
persons, they would have had the obligation to accommodate the* 
besides supervising whether every man was fully employed. In 



order to avoid these difficulties, the Company considered it better 
to limit the area of their responsibility by awarding a sub-co ntrac< 
on tonnage basis. 

137. The Comptroller and Auditor Genera] informed the Com- 
mittee that a sum of Rs. 74,000 paid to the sub-contractor on account- 
of supervision of erection had been recovered from the foreign firm 

Contract for the Foundations and Civil Engineering Work for Rott- 
ing Mills — Para 53(g), pp. 66-67. 

138. Five tenders — three for part work and two for the entire 
work — received for preparing the foundation and civil engineering 
work, estimated to cost Rs. 6 crores in the Hot and Cold Rolling 
Mills, were not found acceptable. The basis of the contract which 
originally provided for item rates was changed and a cost contract 
with a target sum plus fixed overheads plus a fixed fee (costing m 
all Rs. 7*79 crores) was actually entered into by negotiation w 
November, 1957 with another firm which had not tendered jrigt- 
nally and the contract with this firm also provided for variations of 
the target price under certain conditions and a period of 36 month.-* 
was allowed for completion of the work (instead of 16 month- amov- 
ed in the first tender). This firm consisted of two partners, one 
of whom (holding a 60 per cent, share) was himself a ennsu'r^m. 
of the Company. 

Hire charges amounting to Rs. 50 lakhs plus Rs. 10 lakh » *' >c 
spares and Rs. 15 lakhs for labour and supervision of repairs h* 
about Rs. 75 lakhs in all) were payable bv the Company on account 
of machinery employed by the firm, estimated to be worth ahm: 
Rs. 60 lakhs. 

139. Explaining the reasons for changing the terms of the con- 
tract to ‘cost’ and ‘target’, the representative of the Ministry stated 
that considering the size of the work, it was not possible to deter- 
mine the actual volume involved in spite of detailed drawings. If 
was in the best interests of the project to enter into a ‘cost’ c n- 
tract in such a case which had the effect of not inflating the over- 
heads in case of increase in the quantity of work. The Committed 
enquired the reasons for not inviting fresh tenders for the con- 
tract on changed basis and stipulating extension of time-limit from 
16 to 36 months. The representative of the Ministry stated that 
this was not done due to loss of time of about 4-5 months involved 
in the process. Further they negotiated on the basis of the prices 
quoted in the tender in the first instance. 

140. The Committee objected to the principle of a consultant 
becoming a partner of the contracting firm in this case. In extenu - 
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ation, the representative of the Ministry stated that the consul- 
tant on joining the contracting firm as a partner resigned from the 
consortium of the consultants who were preparing designs for the 
project. He added that a good deal of designing by the consul- 
tants had already been done at that stage. 

141. The Committee then asked the justification for paying hire 
charges amounting to Rs. 50 lakhs for the depreciated machinery 
originally costing about Rs. 60 lakhs, in disregard of consultants’ 
recommendation to purchase such machinery. The representative 
of the Ministry stated that as it was not possible for the Company 
to purchase in time all the machinery required, they decided to 
hire the machinery. The hire rates paid for the machinery were 
in his opinion quite reasonable. In reply to a question, the Resi- 
dent Director of Rourkela Project stated that all the items of 
machinery except the crusher which arrived in January, 1958, were 
available for service in time. To another question he replied that 
roughly 30 per cent of the machinery remained idle during the 
course of construction. He, however, added that the machinery 
was being used for two shifts, although the hire charges were 
based on 8-10 hour working day. When asked whether the work 
would be completed according to the time-schedule, the Resident 
Director stated that although the volume of work had increased 
by 30 per cent since the award of the contract, it was expected to be 
completed by the 30th September. 1960 as originally planned. 

Supply of liuiesto-ne — Para 53 (i ) — Page 68 

142. Due to delay in negotiating an agreement for supply of 
limestone with a private firm having quarries lying within a few 
miles of Rourkela, their entire output was booked to the two lead- 
ing established steel manufacturers. A sum of Rs. 4£ lakhs was 
sanctioned by the Company in May, 1955 for investigating alterna- 
tive sources of procurement of limestone. It was estimated that 
the capital expenditure on limestone quarrying scheme would be 
of the order of Rs. 2 crores which would take more than 2 years to 
yield full production required for the Project. 

143. The Committee enquired the existing arrrngernent for the 
supply of limestone for the plant at Rourkela as also the progress 
made in the investigation of alternative sources of its procurement. 
The representative of the Ministry stated that at present supplies 
of limestone were being received from the quarries in Birmitrapur 
owned by a private firm. The Company’s scheme for mining lime- 
stone in Hathibari was still under execution and it was expected 
to produce full blast furnace requirements within a period ol 15 
months. They were also investigating other sources of supply of 
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limestone. In reply to a question the Resident Director stated that 
the limestone supply from Hathibari quarries was expected to meet 
the requirements of the Rourkela plant for 25-30 years. 

Production of pig iron at Rourkela Plant. 

144. The Committee then drew attention to the production of 
pig iron at Rourkela Plant being behind schedule as compared to 
the Bhilai Plant where the production had exceeded the rated 
capacity. In extenuation, the representative of the Ministry stated 
that the shortfall in production at Rourkela Plant was due to teeth- 
ing troubles with pig iron casting machine, which did not at first 
tilt properly and after removal of this defect the moulds started 
to crack. The Resident Director stated that at Rourkela as only a 
smaller quantity of pig iron viz. 40,000 tons per year was planned 
to be produced, they had set up a single casting machine, while 
at Bhilai and Durgapur where production of pig iron was planned 
at 3 lakh tons a year each duplicate machine had been provided 
which could be operated in case one went out of order. Further, 
the blast furnace at Rourkela having been commissioned ahead of 
the steel melting machine, its entire capacity could not be utilised 
by a single casting machine. 

IRON AND STEEL CONTROLLER’S ORGANISATION 
Audit Report (Civil), 1959 

Grant of special advances to tic o main steel producing companies — 

Para 62. 

145. The Committee enquired whether the Tariff Commission had 
since submitted a report regarding the rate of interest to be charg- 
ed from 1-7-1958 onwards from the two main steel producing com- 
panies which had been granted an interest-free advance of Rs. 10 
crores each from the Steel Equalisation Fund till 1st July, 1958. 
The representative of the Ministry stated that the report of the 
Tariff Commission had been received and the Government orders 
thereon were expected to be issued shortly. 

146. Before the Committee adjourned, they decided to appoint 
a sub-Committee to examine the working of the (i) Steel Equalisa- 
tion Fund, (ii) Iron and Steel Controller’s Organisation etc. with 
reference to the Audit Paras relating thereto. 

147. The Committee then adjourned till 10.00 hours on Friday , 
the 23 rd October , 1959. 


2012 ( Aii) LS. — 7. 
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(b) No details were made available to Audit in regard to the 
special entertainment grant of Rs. 4,500 drawn by the officer in 
March 1958, nor was the approval of the Head of the Mission or 
Government obtained as to the quality and quantity of entertain- 
ment, the guests to be invited as required under the rules. Similar- 
ly no details were available in respect of a sum of Rs. 736 drawn 
by the officer as entertainment grant for the year 1956-57. 

(c) The cash book was not properly maintained nor was it recon- 
ciled with the monthly bank statement. The reconciliation carried 
out in October, 1958 at the instance of Audit revealed that a cheque 
for Rs. 2,267 issued by the Mission to the Tourist Office in recoup- 
ment of its imprest had been credited to the Officer’s private Account. 

(d) A sum of Rs. 560 was charged by the Officer to Office contin- 
gencies in March 1957 for printing his personal visiting cards. 

150. In evidence, referring to item (i) above the representative 
of the Ministry explained that the accommodation in question was 
acquired in preference to other cheaper premises on account of its 
location. The Head of the Indian Mission had examined the other 
offers and rejected them as the places were not situated in localities 
suitable for the tourist office. At the time of acquiring the premis- 
es it was intended that the Indian Mission would occupy a portion 
thereof. Subsequently, however, the Mission abandoned the idea 
beceuse of the distance of the building from its main building. This 
decision was taken by the Indian Mission only in 1959. It had 
since been decided to hand over the present premises to Air India 
International in exchange with theirs as they were located in a 
smaller building and were looking for bigger accommodation. The 
Committee desired to know the reasons why the Indian Mission 
changed their earlier decision to utilise the surplus accommodation 
in the premises of the Tourist Office and also the reasons for the 
delay of three years in taking that decision. It was suggested that 
the information might be obtained from the Ministry of External 
Affairs. 


151. With regard to item No. (ii) the representative of the Minis- 
try explained that the renovations end decorations were originally 
estimated at a cost of Rs. 1.50 lakhs which was subsequently reduced 
to Rs. 1.20 lakhs. Although a sum of Rs. 75,000 only was sanctioned 
for the year 1956-57 it was not stipulated that it would be the final 
amount required for the purpose. It was for thet reason that a 
further amount of Rs. 35,000 was sanctioned during the year 1957- 
58. It was, however, admitted that the officer had exceeded his 
powers. For this and other irregularities committed by the officer 
he had been served with a charge-sheet and his explanation was 
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under examination by Government. The Committee enquired why 
in the face of so many grave irregularities committed by the officer 
he had not been placed under suspension. The Secretary to the 
Ministry of Transport and Communications stated that an enquiry 
into the alleged irregularities was in progress and in case his sus- 
pension was warranted by the enquiry, it would be considered. 

152. As regards the delay in completing the enquiry it was stated 
that files and papers had to be called for from the foreign country. 
At first some of the files were reported to be missing but all papers 
relevant to the enquiry had been traced. It was expected that the 
enquiry would be completed by the end of 1959. 

Construction of an oil jetty — para 41 of Audit Report, 1958. 

153. A new Oil Jetty was completed in November, 1955 at a cost 
of Rs. 17.57 lakhs as a part of Kandla Port Project. Two oil tankers 
were berthed in this jetty in November and December, 1955. The 
second tanker, however, broke adrift due to unfavourable direction 
of tidal conditions and the wrong alignment of the jetty. Since then 
the oil companies have refused to use this jetty. The investigation 
by the Development Commissioner established that there was a 
mistake in the designing and construction of the jetty and an extra- 
expenditure of Rs. 5 lakhs would be necessary to make it usable. 
In March 1958, Government appointed a Committee of experts to 
examine the further course of action regarding the new jetty and 
also the question of responsibility for any infructuous expenditure. 

154. In evidence, the Committee were informed that the Com- 
mittee of experts submitted their report in April, 1959 a copy of 
which was sent to Audit on the 22nd October, 1959. The Commit- 
tee decided to defer consideration of this case till the receipt of the 
comment of Audit on the report of the expert Committee. 

Excess payment to a contractor — para 39 of Audit Report, 1959. 

155. The detailed estimate for the construction of a road in a 
frontier area included two specific items of work viz., (i) jungle 
cutting etc. at the rate of Rs. 2/8/- per 1000 sft, and (ii) cutting 
and removing bamboo clumps or digging out roots etc., at the rate 
of Rs. 6/8/- per 100 sft. The road construction work was awarded 
to a contractor in December, 1954 at the above rates plus 15 per cent, 
but in the agreement the nomenclature of the second item was 
altered and made to read as ‘cutting and uprooting and clearing 
bamboo clumps or cane clumps’. Neither the estimate (as approved 
by Government) nor the local schedules of rates provided a rate 
for cutting and removing cane clumps as distinguished from bamboo 
clumps. On certain objections being raised in January, 1956 the 



Additional CIuoi Engineer in Juno, 1958 changed the nomenclature 
of the second item as ‘cutting and uprooting and clearing bamboo 
and cane jungle’ and sanctioned a rate of Rs. 2/8/- per 1,000 sft. 
plus 15 per cent, extra for it. The final bill prepared on the basis 
of the substituted rate showed that a sum of Rs. 1,07,169 had been 
paid in excess to the contractor. In evidence the Committee were 
informed that the mistake was detected when the payments made 
for this part of the work exceeded the estimated amount. The 
Additional Chief Engineer after certain investigation and enquiries 
from the Forest Department about the general growing in the area 
came to the conclusion that the type of work should have been paid 
at the lower rate. The contractor had neither accepted the sub- 
stituted item in the agreement nor the relevant measurements re- 
corded in the final bill. The matter had been referred to arbitration. 

HINDUSTAN SHIPYARD (P) LIMITED 
Para 54 of Audit Report , 1958. 

156. The Hindustan Shipyard was continuously incurring losses 
since 1952-53. In 1956-57 the loss amounted to Rs. 3.69 lakhs. The 
following factors about the working of the Shipyard were pointed 
out by Audit. 

(i) Construction of Ships without proper contracts 

No regular contracts were executed for the ships under 
construction as well as those delivered during June, 1955 to Decem- 
ber, 1956. The prices of some of these ships were reported to be 

under dispute. 


(ii) Defects in plans and designs of ships 


When the construction of a passenger-curo-cargo vessel required 
by the Eastern Shipping Corporation was nearing completion, it was 
found to be lacking in stability and unfit for delivery. Because of 
these defects the Corporation cancelled its order for a second ship 
already placed with the Shipyard. Another survey vessel for the 
Calcutta Port Commissioner could not be built according to designs 
and particulars furnished by the consulting engineers of the Port 
Trust without a considerable loss of dead-weight. The additional 
cost involved in removing the defects resulted in a loss to the Ship- 
yard. Similarly a launch constructed for the Central Excise De- 
partment, Madras, lacked the requisite speed. The rectification of 
the defects and replacements, etc. resulted in a loss of about 
Rs. I ll lakhs to the Shipyard. 
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(iii) Apprehended losses due to postponement of the construction 

of the Dry-Dock 

In 1954 the Shipyard was asked to commence the work of con- 
struction of Dry-Dock and Government agreed to finance the scheme 
by a loan of Rs. 2*15 crores over a period of 5 years. In January, 
1957, however, Government decided not to allot funds for the work 
owing to financial stringency. Meanwhile the Shipyard had al- 
ready incurred an expenditure of Rs. 1,32,640 on soil investigation 
and establishment, etc. and entered into commitments worth Rs. 11*25 
lakhs. 

157. In extenuation ol the losses incurred by the Hindustan Ship- 
yard the representative of the Ministry of Transport and Commu- 
nications stated that although Government was subsidising the 
construction of larger vessels at the Shipyard, losses incurred by 
it in the construction of small ships remained uncovered. The 
Shipyard had consequently discontinued construction of smaller 
ships. In the year 1958-59 the losses were mainly due to demolition 
of certain buildings in connection with implementation of develop- 
ment programme and provision for obsolescent material. The 
Managing Director apprised the Committee of the various steps 
being taken by the Shipyard to reduce the cost of construction of 
ships. The progressive expenditure was being kept under close 
watch and the workers were being fully employed by ensuring 
proper planning and procurement of material and settlement of 
plans and specifications with the indentors before commencement of 
work. 

158. During their on-the-spot study visit to the Shipyard on 
the 30th September, 1959 the Committee were given to understand 
that the time schedule for construction and delivery of ships could 
not be maintained due to frequent changes in the plans and speci- 
fications suggested by the shipowners. The Managing Director of 
Hindustan Shipyard stated that this difficulty had since been over- 
come. The Shipyard was now concentrating on the building of 
only two types of large vessels for which it had complete designs. 
A formal agreement with the indentors was also being entered into 
as far as possible before commencement of work in each case. 

159. With regard to the losses suffered by the Shipyard due to 
defects in the plans and designs of three ships referred to in the 
Audit Report, the representative of the Ministry of Transport and 
Communications informed the Committee that the * question of 
fixing responsibility on the Technical Consultants was still under 
correspondence with them. 
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180. The construction of a Dry-Dock had been accepted as an- 
essential item for the development of the Shipyard and the- 
Visakhapatnam Port; but due to the difficult foreign exchange 
position the scheme would not be taken up during the Second Five 
Year Plan period. 

Audit Comments on the accounts of Visakhapatnam Port — Noles 4 
and 7, page 108 of Appropriation Accounts (Civil), 1957-58, 
Vol. XVI. 

161. The representative of the Ministry of Transport and Com- 
munications promised to furnish notes to the Committee regarding 
(i) recoupment of the interest free loans granted by Government 
io the Port and (ii) introduction of the method of providing for 
depreciation on the Cochin Model by the Visakhapatnam Port. 

Excess payment and infructuous expenditure in construction of a 
porter track — Note 6, page 2, Appropriation Accounts (Civil). 
1957-58, Vol. VI. 

162. The Committee enquired about the result of investigation 
conducted by the Special Police Estt. The Secretary to the Minis- 
try promised to furnish a written statement to the Committee. 

163. The Committee then adjourned to meet again at 10.00 hours 
on Saturday, the 24 th October, 1959. 



PROCEEDINGS OF THE TWENTY-FOURTH SITTING OF THE 
PUBLIC ACCOUNTS COMMITTEE HELD ON SATURDAY, 
THE 24TH OCTOBER, 1959 


164 . The Committee sat from 10.00 to 13.00 hours. 
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2. Shri T. Manaen 

3. Shri Maneklal Maganlal Gandhi 

4. Pandit Jwala Prasad Jyotishi 

5. Shri Rameshwar Sahu 

6. Shri T. R. Neswi 

7. Shri Vinayak Rao K. Koratkar 

8. Shri Yadav Narayan Jadhav 

9. Shri Shraddhnkar Supakar 

10. Shri Amolakh Chand 

11. Rajkumari Amrit Kaur 

12. Shri Rohit Manushankar Dave 

13. Shri T. R. Deogirikar 

14. Shri Surendra Mohan Ghose 

15. Shri Jaswant Singh 

16. Shri S. Venkataraman. 

Shri A. K. Chanda, Comptroller & Auditor General of India. 

Shri A. Kalyanaraman, Dy. Comptroller and Auditor General 
of India. 

f^hri P. K. Sen, Director of Commercial Audit, New Delhi. 
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Shri V. Subramanian — Deputy Secretary. 
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Witnesses 

Ministry of Transport & Communications ( Department of Communi- 
cation & Civil Aviation) 

Shri M. M. Philip, ’ Secretary . 

Shri D. C. Das, Joint Secretary. 

Shri K. M. Raha, Director General Civil Aviation. 

Shri P. J. Rodgers, Director General Overseas Com- 
munications Service. 

Shri S. S. Shiralkar, Financial Adviser (c). 

Air Commodore P. C. Lai, General Manager , Indian Airlines 
Corporation. 

Ministry of Finance (Department of Economic Affairs) 

Shri A. G. Krishnan, Under Secretary. 

MINISTRY OF TRANSPORT AND COMMUNICATIONS 

(DEPTT. OF COMMUNICATIONS AND CIVIL AVIATION) 

Losses , writes off , etc. — Note 3 , page 77 , Appropriation Accounts 
(Civil), 1957-58, Vol. XVI. 

165. A loss of Rs. 41,578 due to caking ol cement by long storage 
in a C.P.W. Division was written off by Government in October, 
1957. In extenuation of the circumstances leading to the loss, the 
representative of the Ministry of Transport and Communications 
stated that orders for about 8,800 tons of cement required for two 
works (pending formal approval of Government) at Dum Dum Air 
Port were placed on the D.G.S., & D. in November, 1947. About 4,463 
tons of the material was received in instalments during the period 
April to September, 1948; but the work commenced only after 
November, 1948. During the intervening period owing to abnormal 
monsoon conditions (humidity as well as leakage in the roof of the 
store room), the cement deteriorated. In May, 1948 efforts were 
made for the diversion of the supplies of cement to Lucknow and 
other places where it could be utilised; but the request was not 
agreed to by the Railway Administration. The Hon. Cement Adviser 
was also approached in November, 1949 to permit the sale of cement 
in stock but he gave permission for the sale of 60 tons only. The 
Committee desired to know the dates on which the supplies of 
cement were received and the arrangements made for its storage and 
upkeep. They also enquired the date on which the caking of cement 
was first noticed and the measures taken b“ r the administration to 
Improve the condition of storage thereafter. The witness could not 
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give a satisfactory answer but promised to furnish a written state- 
ment. The Committee also asked the Financial Adviser to the 
Ministry of Transport and Communications to furnish a note for 
their information stating the reasons which led Finance to sanction 
the write off of the entire loss on this account. 

Infructuous expenditure on watch and ward and non-recovery of 

ground rent — Note 4, page 77, Appropriation Accounts (Civil), 

1957-58, Vol XVI. 

166. In 1940, a piece of land was acquired by Government to 
provide a temporary extension to an aerodrome. As there were 
some private buildings on the site, a portion of the land was leased 
out to the owner of the buildings initially for 5 years. Piecemeal 
renewals of lease were sanctioned upto March, 1949. One of the 
conditions of the renewal granted in 1947 was that the lessee 
should, if so required, remove the buildings and structures owned by 
him and deliver the land to Government in usable condition with- 
out any compensation. In January, 1950 Government proposed to 
enhance the rent, which the lessee did not accept and did not pay. 
In 1952, Government decided to purchase from the lessee the build- 
ing etc. for Rs. 33,574 on the basis of the then estimated market 
value and to adjust this price against the arrears of ground rent 
due from the lessee. The building was taken over in November, 
1952, but was not put to any use until July 1958 when it was ulti- 
mately decided to demolish it. The work of demolition was com- 
pleted on 4th March, 1959. Meanwhile, an expenditure of Rs. 5,958 
was incurred on watch and ward upto January 1959. 

167. In evidence, the Committee were informed that in order to 
eject the lessee from the land and to recover the arrears of rent from 
him, legal proceedings were necessary, which would have been a 
time-consuming process. It was, therefore, decided to purchase the 
building and adjust the price thereof against the arrears of rent. 
Further, in view of the acute shortage of residential accommodation 
in Bombay it was then considered that the building could be allotted 
to the employees of the Air Corporation for residential purposes. 
This proposal, however, did not materialise as the staff refused to 
occupy the premises, which lacked essential amenities like kitchen 
and bathrooms. The representatives of the Ministry of Transport and 
Communications admitted that the wishes of the employees had not 
been ascertained before purchasing the buildings. 

Losses , t vrites off etc. — Note 7, page 53, Appropriation Accounts 
(Civil). 1957-58, Vol XVI. 

168. A Section Officer of an Aviation Division was robbed, on the 
night of 12th May, 1954, at his residence of a sum of Rs. 1,212 repre- 



102 


senting the undisbursed pay of work-charged staff. The police could 
not trace the culprits. The loss was written off by Government in 
July, 1957. 

169. In evidence, it was stated that a departmental enquiry was 
held to fix responsibility of the Section Officer and to find out whether 
the money should be recovered from him; but the officer was not 
considered to be at fault. The C. & A.G., however, pointed out that 
under the rules, where a safe is not provided in the office, officers are 
required to deposit Government money in the nearest police station. 
The Section Officer had overlooked this rule. 

Losses, writes off etc. — Note 4, page 33, Appropriation Accounts 
(Civil), 1957-58, Vol. XVI. 

170. Irregular payments amounting to Rs. 6,189 of rotary duty 
allowance were made to the staff during periods of leave in the years 
1949 to 1954. The recovery was waived by Government in February, 
1957. 

171. The representative of the Ministry of Transport and Commu- 
nications explained that under the rules of the Company rotary duty 
allowance (compensation for working in shifts) was admissible to 
certain categories of employees like telegraphists etc. even for leave 
periods. This practice was continued even after the terms and con- 
ditions of service of the employees were revised by Government. 

Financial Review and Proforma Accounts of the Overseas Commu- 
nications Service — Note 5, page 34, Appropriation Accounts 
(Civil), 1957-58, Vol. XVI. 

172. Certain equipments valued at about Rs. 1,68,900 initially 
loaned to Burma Government were subsequently treated as a final 
sale. The Committee were informed that full payment had been 
received from Burma Government on this account. 

INDIAN AIRLINES CORPORATION 
Losses in working sub-para (ii) of para 55, Audit Report, 1959. 

173. The Indian Airlines Corporation was continuously incurring 
losses since it was formed in August, 1953. Although from 1956-57 
onwards there was a slight improvement in the working results, on a 
majority of its services the Corporation was still incurring losses and 
in a substantial number of cases even the direct cost was not 
recovered. All the freighter services were running at a loss which 
amounted to Rs. 19*48 lakhs in 1956-57 and Rs. 18*09 lakhs in 1957-58 
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174 . Explaining the conditions of working of the Indian Airlines 
Corporation, the C. & A.G. stated that like all other countries, Govern- 
ment of India was giving subsidies to the Airlines Corporation. 
Formerly this aid was given in the form of a drawback on aviation 
spirit; but it was considered more appropriate to present a correct 
picture of the working of the undertaking and thereafter grant direct 
subsidies with the approval of Parliament. He also pointed out that 
in certain cases the Corporation had to operate on uneconomic lines 
at the instance of State Governments. The question whether the 
State Governments concerned should share the losses on these opera- 
tions was under examination of Government. 

175. In extenuation of the losses incurred by the Corporation on the 
freighter service, the General Manager, I.A.C., stated that the bulk of 
their operations related to the transportation of jute, tea and other 
consumer goods between Calcutta and Assam and Tripura, where 
other means of transportation were not adequate. With a view to 
encouraging the export trade of these commodities, the freight rates 
were kept very low, which did not cover even the working expenses. 
To a question how the private Air companies operating in the area 
were making profits, the General Manager gave the following reasons: 

(i) The over-head charges of the Corporation were greater than 
private operators. 

(ii) The Corporation provided more amenities to its customers. 

(iii ) The type of aircraft used by the Corporation in these ser- 
vices (Dakota) was uneconomic. 

(iv) The private operators carried goods as well as passengers 
in their planes. 

(v) The private operators did not charge any fixed rates; ana 

(vi) The private operators at times also resorted to un-authoris- 
ecl practices like over-loading of planes, etc 

Staff in excess of the normal standards — sub-para (iv) of para 55 of 

Audit Report, 1959. 

176. There had been a progressive increase in expenditure on staff 
etc. The number of employees in the Corporation increasd from 7,449 
in 1953-54 to 9.448 at the close of 1957-58. A firm of efficiency experts 
employed by the Corporation in 1955 had reported that in the Engi- 
neering and Stores Organisation of the Corporation 700 employees 
were surplus. 

177. In evidence, the General Manager stated that the increase in 
the staff was due to overall expansion of the activities of the Corpora- 
tion after nationalisation. The operations of the IAC had increased 
and many more amenities were now being given to the passengers 
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which did not exist before. He, however, admitted that judging from 
the standard of other countries the staff of the Corporation was on 
a higher side. This was due to the peculiar conditions of labour pre- 
vailing in the country. The Corporation were, however, revising their 
staff requirements on the basis of the recommendations of the expert 
Committee in consultation with Staff Assessment Committee on which 
workers were also associated. 

Low utilisation of Dakota Aircraft — sub-para (?;) of para 55 of Audit 
Report , 1959. 

178. The Corporation’s costs were also burdened by the low utilisa- 
tion of its Dakota Aircraft. As against a utilisation of 2,000 hours 
achieved in Australia and U.S.A. the utilisation achieved by the Cor- 
poration with this aircraft was 1400 and 1392 hours during the years 

1956- 57 and 1957-58, respectively. 

179. In evidence, the General Manager of the Corporation observ- 
ed that Dakota aircraft had not proved economical. It had a limited 
space and carrying capacity but consumed a great deal of fuel. Fur- 
ther, owing to certain accidents in the past the Dakota was not being 
used for night operations. Another reason for the low utilisation of 
the ‘Dakota’ was the more frequent overhaul undertaken by the Cor- 
poration as compared to other countries. While in Australia the 
airframe was overhauled after 8.000 hours of flying, it was done after 
every 3,000 hours of flying in India. 

Purchase of un-economical Aircraft — ‘ Herons' — sab-para (vl) of puia 
55 of Audit Report , 1959. 

180. Eight ‘Herons’ were purchased by the Corporation in 1955-56. 
The average utilisation of the aircraft during the years 1955-56 to 

1957- 58 fell much below the estimate of 2460 hours computed at the 
time of purchase. Similarly the cost of operation was also higher 
than the estimated figure. The operational losses on the aircraft thus 
amounted to Rs. 22 lakhs, Rs. 32 lakhs and Rs. 20 lakhs during the 
years 1955-56, 1956-57 and 1957-58, respectively. 

181. In evidence, the General Manager of Airlines Corporation 
admitted that there was a genuine error of judgment in purchasing 
Herons. The aircrafts had since been withdrawn from service and 
were being disposed of. 

Cases of avoidable aid mfructuous expenditure — sub-para (viz) of 
para 55 of Audit Report , 1959. 

(a) Avoidable expenditure of Rs. 2 lacs on the shifting of 
Administrative offices to Dum Dum 

182. In April, 1955 the Corporation shifted its administrative offices 
from a building in the city of Calcutta to the Military Hutments at 



Dum Durn with a view to realise a saving in rent of Rs. 4,000 p.m. On 
the contrary an expenditure of over Rs. 2 lacs was incurred on struc- 
tural alterations, shifting of records and furniture and staff transport. 
Later on, the Coiporation realised that shifting to the Hutments 
involved problems affecting efficiency, coordination and attendance 
and, therefore, hired in December, 1955 a new building in the city at 
a monthly rental of Rs. 5,500 p.m. in addition to the payment of 
brokerage. 

183. The General Manager, Indian Airlines Corporation informed 
the Committee that the shifting of administrative offices was intended 
to bring all the offices of the Area Manager at one place. It was also 
proposed to construct residential quarters for the staff on a piece of 
land near the Airport, which was under the unauthorised occupation 
of refugees. After effecting the move of offices it was found difficult 
to eject the refugees from the land with the result that the staff had 
to be provided with transport between the city and the Military Hut- 
ments. This, apart from being expensive, was not considered to be a 
suitable arrangement. It had since been decided to construct a new 
building for the offices of the Corporation in the city for which requi- 
site land had been acquired and other formalities completed. 

(b) Infructuous expenditure on the overhaul and insurance of an 

UNSERVICEABLE AIRCRAFT 

184. A four seater unserviceable aircraft was acquired by the Cor- 
poration as part of the assets of an ex-Airlines Company. It was 
decided to overhaul the plane and make it airworthy at a cost approxi- 
mating Rs. 25,000 to 30,000. The cost of overhaul, however, came to 
Rs. 74,596 and a further expenditure of Rs. 12,000 was incurred on its 
insurance. The aircraft was flown for about 29 hours only and there- 
after sold for Rs. 46,585. 

185. The General Manager of the Corporation informed the Com- 
mittee that the aircraft was overhauled and repaired with a view to 
celling it at a higher price. He also urged that the labour put on the 
job was surplus to their requirements and should not be taken into 
account for purposes of determining the cost of repairs etc. The cost 
of material utilised in making the aircraft airworthy worked out thus 
to Rs. 26,665 only. 

(c) Excessive expenditure on renovation of booking offices 

186. The Corporation got its hooking office at Bombay renovated 
in 1954-55 at a cost of Rs. 1,45,000 through a contractor. Two cheaper 
offers at Rs. 91,582 and Rs. 94,600 were rejected on the ground that 
their designs were not suitable. Similarly the renovation of the Delhi 
Booking office was got done by the same contractor at a cost of 
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Rs. 1,84,000 rejecting another offer at Rs. 48,837 only. In the opinion 
of Audit, as no specifications of the work to be done were determined, 
it had not been possible to ascertain whether the various items of the 
work were completed according to specifications. 

187. In evidence, the witness stated that the contractor had previ- 
ous experience of that type of work and his plans and designs were 
considered to be superior to the cheaper offers. He, however, admit- 
ted that there was no expert body in the Corporation to compare the 
different designs and ensure that the rates quoted by the contractor 
were reasonable. 

(d) Loss DUE TO MISDIRECTED OPERATION 

188. An aircraft was flown from Calcutta to Bombay supposedly 
on charter for a sister Corporation, but the aircraft was not utilised 
as no such charter was asked for by the latter. The aircraft had to 
return only with light freight. A loss of Rs. 10,500 was incurred by 
the Corporation on this operation. 

189. The General Manager admitted that the flight was due to a 
misunderstanding of a telephone message from Bombay to Calcutta. 
Remedial measures had since been taken to obviate the recurrence 
of such cases in future. 

(e) Sale ok Aircraft 

190. One Dakota Aircraft acquired on nationalisation was sold by 
the Corporation to an ex-Airline Company at a depreciated value of 
Rs. 61,641. Next year, the Corporation had to spend Rs. 1,87.500 and 
Rs. 2,43,067 on the purchase and reconditioning of two Dakotas. 

191. The representative of the Ministry of Transport and Commu- 
nications stated that the two transactions of sale and purchase of 
Dakotas might be considered as separate and independent items. The 
Dakota aircraft was sold to the ex-Airline Company from whom it had 
been acquired at the time of nationalisation on the basis of an undei- 
standing that the private company could buy back from the Corpora- 
tion (not for purposes of resale) within a period of 6 months upto a 
maximum of three aircrafts acquired from it earlier. It was, however, 
admitted that the sale was effected after the lapse of the prescribed 
period of six months. The two aircrafts wore purchased from other 
companies subsequently. 

Instances of irregular payments of allowances and other emoluments 
— sub-para (viii) of para 55 of Audit Report, 1959. 

192. The para in the Audit Report cited the following instances of 
irregular payments of allowances etc:— 

(i) payment of foreign allowance to staff recruited locally in 
a foreign country; 
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(ii) payment of dearness allowance to retired Government offi- 
cials in contravention of rules and objections from Audit. 

(iii) Ex-gratia payments made by the Chairman of the Corpora- 
tion (i) to a State Government officer as honorarium for 
his part-time services to the Corporation and (ii) to the 
family of the officer for returning to their home town after 
his death. 

193. The Genera] Manager of the Corporation explained to the 
Committee that the foreign allowance was paid to the employees due 
to a misunderstanding about their nationality as they had migrated 
earlier from India to the foreign country. In other cases payments 
of dearness allowances etc were made to the retired officials under 
the rules applicable to other employees of the Corporation. The fact 
that these rules did not apply to ex-Government officers, re-employed 
within a period of two years of their retirement, was not appreciated. 
The ex-gratia payments were sanctioned by the Chairman of the Cor- 
poration in exercise of his own powers. The matter was not reported 
4 o the Board of Directors through on oversight. 

Failure to review advances and effect timely recoveries — sub-para 
(ix) of para 55 of Audit Report , 1959. 

194. In Calcutta area a sum o f Rs 7.68,216 was outstanding against 
the staff at the end of the year 1954-55, for which neither any acknow- 
ledgements were received from the individuals nor the accounts re- 
viewed to effect recoveries with the result that some employees resign- 
ed or left the Corporation without the outstanding amount 
(Rs. 40,000) against them being recovered. 

195. In extenuation the General Manager stated that the advances 
had been made to the staff by the different Airlines Companies prior 
to nationalisation in accordance with their established practices. Al- 
though some difficulty was being experienced owing to the complicat- 
ed rules of T.A. etc. of those companies, efforts were being made to 
recover the amounts from the persons concerned. 

Cases of losses and misappropriation — sub-para (x) of para 55 of 
Audit Report , 1959. 

(a) Misappropriation by booking agents 

196. The General Manager, Indian Airlines Corporation explained 
that the cases of misappropriations referred to in the Audit Report 
related to the period prior to the introduction of the new rules under 
which the booking agents are required to furnish a security deposit 
with the corporation and submit their accounts every fortnight. In 
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case of default the Corporation can stop their future credit and even 
forfeit the security deposits. 

(b) Loss of Radio Equipments 

197. Out of the Radio Equipment said to have been purchased for 
Rs. 54,989 by the Resident Representative of an ex-airline, equipment 
valuing Rs. 36,076 was shown as transferred to Kathmandu but no 
records were available to show their actual despatch nor were these 
stores found in Kathmandu station on 30th September, 1954 at the 
time of physical verification. A court of enquiry conducted in June 
1955, inter alia revealed certain irregularities in the purchase of stores 
as well as negligence on the part of officers in allowing the stores to 
lie in Kathmandu under conditions in which these were damaged by 
rain water. 

198. In evidence, the General Manager of the Corporation stated 
that although it appeared to be a case of malpractice it had not been 
possible to prove the malafide of any officers for want of sufficient 
'widence. 

Unsatisfactory state of stores and equipment accounts — sub- 
para (xi) of para 55 of Audit Report, 1959. 

199. The Corporation took over, on nationalisation, stores and 
spares worth about Rs. 1 • 5 crores and equipment and property worth 
about Rs. 4.81 crores but no physical verification was carried out 
during the years 1953-54 to 1955-56. Even block registers of property 
and equipment were not properly maintained. The result of physical 
verification conducted for the stores as on the 31st March, 1957 re- 
vealed shortages of Rs. 2,83,182 for which no responsibility could 
be fixed. 

200. In extenuation, the General Manager urged that the discrepan- 
cies in the store and equipment accounts pertained to the assets 
acquired by the Corporation on nationalisation. Since the private 
companies did not maintain proper ledgers or invoices for stores it 
was difficult to make a proper assessment. These stores accounts 
were now being reconstituted. Proper accounts were, however, being 
maintained for stores and equipment purchased by the Corporation 
after nationalisation. 

201. The Committee then adjourned to meet at 11.00 hours on 
Monday the 26 th October, 1959. 
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Air India International Corporation 
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Ministry of Finance (Deptt. of Expenditure) 
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MINISTRY OF TRANSPORT AND COMMUNICATIONS 
(AIR INDIA INTERNATIONAL CORPORATION) 

Audit Report (Civil) 1059 — Part I 
Ex-gratia payment of bonus , para 56, page 62. 

203. In terms of his contract, an employee of the A.I.I. Corpora- 
tion was due a gratuity on October 6, 1954 of Rs. 5,000 on the expiry 
of his contract. The contract was, however, renewed for a further 
period of three years. 

Due to defective drafting, the new agreement did not make it 
clear that the payment of the amount of Rs. 5,000 was being deferred 
until expiry of the new contract. In October, 1957, the employee 
claimed Rs. 10,000, i.e., an additional gratuity of Rs. 5,000 for the 
extended period of the contract taking advantage of the ambiguity 
in the language of the agreement. The Corporation on the advice of 
its solicitors at first resisted the claim but finally decided not to 
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resort to legal proceedings and made an additional payment of 
Rs. 4,500. 

204. It was explained to the Committee by the General Manager 
that the intention of the Corporation was merely to defer the pay- 
ment of Rs. 5,000 for a period of three years. But due to defective 
drafting of the agreement, it appeared as if an additional amount was 
to be paid to the employee. He added that the mistake in the agree- 
ment which was drafted by the Personnel Department was not care- 
fully checked in the Head Office. Steps had, however, been takep 
since then to prevent the recurrence of such a case. 

205. When asked about the basis of his contention that the Corpo- 
ration merely intended to defer the payment of Rs. 5,000 he stated 
that it was the specific proposal from the Head Office which the 
General Manager approved and wrote to the Personnel Department 
accordingly. 

206. Debts due jrom the booking agents . — The Public Accounts 
Committee during their on-the-spot study of the working of A.I.I. 
Corporation had desired to be furnished with further information 
about the bad and doubtful debts. They understood that a sum of 
Rs. 1,19,823 was due from the three booking agents. 

Giving the latest position of these outstandings the witness stated 
that the money had been recovered from one agent but as some court 
case was likely to come up, the money had been kept under “sus- 
pense 1 '. The second agent was making payment in monthly instal- 
ments of Rs. 1,724. 

207. When asked about the arrangements made with the agents for 
prompt payment in future, the witness informed the Committee that 
if an agent failed to make payments due in a particular month, he 
became o defaulter and immediately all the airlines started putting 
pressure on him and suspended credit facilities to him. The booking 
agents, he said, had to be approved by the I.A.T.A. before credit could 
be extended to them by any airline. In reply to another question, he 
stated that the three defaulting agents censed to be booking agents of 
the Corporation. 

208 . The Committee then had some general discussion with the 
witness about the pooling of A.I.I. airline with the foreign airlines 
of BOAC and QANTAS and the acquisition of a bigger building at 
Paris from the Tourist Office in exchange. 
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MINISTRY OF FOOD AND AGRICULTURE 
(DEPARTMENT OF FOOD) 

Audit Report (Civil), 1958 — Part 1 

Loss due to non-delivery of foodgrains by a transport contractor — 
Para 23, Pages 23-24. 

209. According to Audit, the Food & Procurement Department of 
the Tripura Administration entrusted to a contractor the work of 
transporting foodgrains from a godown in Manubazar (Sabroom) to 
one in Agartala without any agreement and with no safeguard for 
ensuring delivery of the consignments. The contractor started his 
work on 30th March, 1953, even though the formal work order was 
issued to him in the middle of August, 1953. He furnished security 
deposits aggregating Rs. 1,700 on different dates. The time normally 
required for the movement of stock from Manubazar (Sabroom) to 
Agartala was 2 to 3 days, but out of a total quantity of 1,675 maunds 
of foodgrains handed over to the contractor in December, 1953, he 
delivered only 755 maunds in November and December, 1954. After 
the 10th December, 1954, delivery was stopped altogether and the 
value of the undelivered stock of 920 maunds of rice and paddy and 
544 container gunnies was estimated et Rs. 15,374. The contractor 
was asked in April, May and December, 1954 and again in May, 1955 
to complete the delivery but no reply was received from him. 

Government instituted a criminal case against the contractor on 
20th September, 1956. As the prosecution could not produce certain 
important registers and prove that the foodgrains entrusted to the 
contractor had not been delivered to Government, the case was dis- 
missed on 17th February, 1958 by the court. 

Government initiated on 31st August, 1957 departmental proceed- 
ings against the officers at fault, the result of which was still awaited. 
A civil suit against the contractor had been instituted. It wus stated 
that final action for the adjustment or refund of the security deposit 
would be taken after the civil suit was decided. 

210. The Committee wanted to know the reasons for such a long 
delay in taking action in the matter. The representative of the 
Department of Food admitted that there could be no satisfactory 
explanation for the long delay. Even the Board of enquiry to en- 
quire into the causes of the loss and to fix responsibility in this case 
was set up only in February, 1959. Nor has it submitted its report 
yet. The Tripura Administration had been asked to expedite the 
submission of the report. He added that as soon as the Report of the 
Board of Enquiry was received, action would be taken in the matter 



H3 


211. In reply to a question, as to whether the necessary registers 
were not there for being produced in the court, the Secretary 
stated that the registers were with Audit* and the local public prose- 
cutor did not think them of vital importance while the court took 
the opposite view. In fact, these registers could have been obtained 
and the counsel could have asked for time for their being produced 
in the court. 

212. The Committee enquired how the contractor was allowed 
to start transporting the foodgrains without a contract or formal 
orders. The Secretary stated that while it was desirable to issue 
the orders before the work commenced, that was not always possi- 
ble. In this case it was procurement time for which targets had 
been fixed and before the formality of the agreement was gone 
through, the work was allowed to be started. To another question 
he replied that the contractor had been selected by the Chief Com- 
missioner after tenders were invited and this contractor’s tender was 
the lowest. He further stated that records showed that foodgrains 
were actually handed over to the contractor. But at the other end, 
the whole quantity was not delivered by him and the Administration 
had adjusted his security deposits and withheld payment of his 
transport bills. 

213. Asked why the contractor should have taken such a long 
time for making a partial delivery of foodgrains when only 2-3 days 
were needed to transport goods from Agartala to Tripura, the 
witness stated that there was absolutely no justification for the 
delay. In reply to a question whether there was anybody to super- 
vise the work of transporting, the Committee were informed that 
the Board of Enquiry had framed charges against some Inspectors 
and Store-keepers for neglect of duty. 

214. To another question whether the Central Government were 
informed by the Tripura Administration that the foodgrains had not 
been transported, the witness stated that that was not done as the 
matter was within the powers of the Chief Commissioner. The 
Audit, however, had brought the matter to their notice in 1957 
through a draft para and as a result a Board of Enquiry had been 
set up. 

The Committee were not satisfied with the explanations given 
in this case and after some discussion, they desired to be furnished 
with a copy of the report of the Board of Enquiry together with 
a note stating the action taken by the Ministry on the recommenda- 
tions made therein. 

♦Audit has since pointed out that the do :umcnts (registers and'vouchers etc.) were 
In the costody of the Department concerned and that the statement of the witness as 
not correct. 
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Avoidable extra expenditure on the chartering of vessels , Para 26, 
Page 25. 

215. In this case, two ships belonging to an Indian Shipping 
Corporation (in which the Government held 74 per cent, of the share 
capital) were chartered by an Indian Mission abroad for the ship- 
ment of foreign wheat purchased by Government in December. 1955 
and March, 1956. The ships were chartered through the London 
Agent of the Indian Shipping Corporation instead of through the 
Director General of Shipping, as required under the prescribed pro- 
cedure (which was known to the Mission and which they had 
followed earlier in such cases). This deviation from the normal 
practice resulted in an avoidable payment of £ 2,022 (Rs. 26,960 
approx.) as brokerage and commission by the Shipping Corporation 
to its London Agent. 

216. Explaining the reasons for deviation from the prescribed 
procedure, the witness stated that it was due to an oversight. Gov- 
ernment were anxious for the shipment of the foreign wheat quick- 
ly. It was learnt that these two Indian ships were available just 
at that time. There was a telephonic talk between the Director 
General of Shipping and an officer of the Food Department and it 
was decided to intimate to the London High Commission about the 
availability of these two ships. The High Commission, however, 
contacted the Scindia., who were the London agents of the Shipping 
Corporation. The Scindias contacted the Baltic Chartering Com- 
mittee and thereby according to the normal custom they became 
entitled to the commission. As there had been no chartering of 
any Indian ship in London for some years at that time, the prescrib- 
ed procedure was lost sight of. 

217. In reply to a question, he stated that the M nistry, the 
Director General of Shipping and the High Commission for India, 
London were all responsible for the oversight. To another question 
he stated that records about the conversation between the officer 
of the Food Department and the Director General of Shipping were 
available. Asked why that conversation was not followed up, 
he stated that the particular aspect of payment of commission was 
not thought of at that time either by the Director General of Ship- 
ping or by the Department of Food. But he added there was no 
excuse for that. 

Unprofitable outlay on Bihar Grain Discharging Plant , para 27, 

Page 25. 

218. A mechanical plant intended to facilitate the discharge of 
ships carrying grain in bulk was purchased by Government for 
Rs. 4,47,188. The advantages of the plant were stated to be (a) 
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saving in labour charges (b) earning ci “despatch money” on ships 
and (c) quicker turn round of ships. 

The plant was received in September. 1955 and erected at 
Bombay Docks in the first week of February, 195G on a site taken on 
lease. The plant had not been operated till October, 1958, at the 
main Bombay Docks (except for about a month in August, 1957 at 
the Naval Docks) due to the opposition from local stevedoring 
interests who apprehended that the mechanisation of the unloading 
operations would lead to large scale unemployment. The plant 
was lying idle and the investment in its purchase (viz Rs. 4,47,188) , 
and on its erection and maintenance till August 1958 (Rs. 1,01,685) 
had proved to be so far unproductive. The possibility of installing 
the plant at other ports was being investigated in consultation with 
the Ministry of Transport. 

219. The Witney.', informed the Committee 1 that the plant was 
still lying idle. But the Ministry thought that it was essential to 
introduce such mechanical aids in the Indian poils as it was more 
economical and would help m the -‘xpoditious clearance of the 
docks But Govcrnmi nt had not succeeded in persuading the 
labour so far He, howc\rr. assured the Committee that further 
expenditure on such plants vould not be incurred unless the Gov- 
ernment were suit 1 of co-opt "ation on the part of labour 

220. Asked why the eqirpmem was ordered before making sure 
that it could be put into operation, the witness stated that that 
aspect of the problem \va*- c >nsidorod but it was decided to proceed 
with the erection of the plant. 

A sum of Rs. 1.400 to R-. 1,500 was being incurred monthly on 
the maintenance of the plant In reply to a question the Commit- 
tee were uifoimrd that it was not possible m use the machinery 
for other purposes. The pkint could do the work of 150 workers 
in a day. Even if the plant was put through, there need not be 
any unemployment as they had a big -mport urogram me in hand. 

Loss due to belated diversion of food shipment , para 28, page 26. 

221. In February. 1957, a vessel was chartered by an Indian 
Mission abroad to carry a shipment of wheat from California to 
Bombay via the Pacific, at a freight rate of 192£ Sh. (approx. Rs. 128) 
per ton. The ship sailed from California on 4th May, 1957 for 
Bombay, where she was expected to reach on 27th June, 1957. It 
was, however, decided by Government, on 18th June, 1957, to 
divert it to Madras and Calcutta because of congestion at Bombay 
port. The diversion took place when the ship was just across 



the West Coast of Ceylon and this involved Government in an addi- 
tional freight expenditure of Rs. 97,000 in all (at 15 sh. or Rs. 10 
per ton). 

The expected heavy arrival of other food ships, in June, 1957, 
in Bombay port was apparently known to the Ministry by 23rd May, 
1957. If earlier steps had been taken to divert the vessel in 
question to the East Coast ports, Government might have saved a 
considerable portion of the additional freight of Rs. 97,000. 


The ship discharged the cargo at Madras from 26 June, 1957 to 
2nd July, 1957 and at Calcutta from 27th July to 3rd August, 1957. 
The shipowners had claimed demurrage charges of £ 9,876 
(Rs. 1,31,680) for undue detention of the vessel, against which the 
High Commissioner had paid only £ 1,141 (Rs. 15,213) which the 
shipowners had not accepted in settlement, but were pressing for 
the full payment of their original claim. 

222. Explaining the position, the witness stated that there had 
been no delay in taking the decision to divert the ships as the agents 
of ships concerned offered to divert the ship on the 17th June, 1957 
on payment of 15 Sh. extra per ton and on the same date the offer 
was accepted. In reply to a question, the witness stated that a re- 
quest was made to the agents on the 7th June, 1957 although the 
Department had approached the Indian agents in other cases for 
the diversion of ships even in the third week of May, 1957. In his 
view, even if the Department had contacted the agents of this ship 
earlier than 7th June, 1957 there would not have been a saving of 
Rs. 97,000 as diversion and terms therefor had to be mutually agreed 
upon with the shipowners. 

223. The Committee were not satisfied with the explanation of 
the Ministry and desired to be furnished with a note (supported with 
the relevant correspondence) giving the circumstances under which 
the shippers refused to divert the ship to the eastern coast. 

224. The Comptroller & Auditor General informed the Committee 
that the freight rate from the western ports of America to the eastern 
coast of India was cheaper by Rs. 7 per ton than the freight rate to 
ports in the western coast of India. The witness in this connection 
pointed out that the standing instructions given to the Supply Mission 
were to send the ships from the west coast of America to Calcutta 
and from the Atlantic coast to Bombay. 



225. Asked about the claim of the firm, the witness stated that the 
High Commissioner had told the firm in June, 1958 that the payment 
of £ 1,141 was in final settlement and the firm had not pressed for 
the remaining claim. 

226. The Committee then adjourned till 10.00 hours on Tuesday, 
the 21th October, 1959. 



PROCEEDINGS OF THE TWENTY-SEVEN™-! SITTING OF THE 
PUBLIC ACCOUNTS COMMITTEE HELD ON TUESDAY, 

THE 27TH OCTOBER, 1959 

227. The Committee sat from 10.00 to 12.45 hours. 

PRESENT 

Shri Upendranath Barman — Chairman. 

PRESENT 

2. Shri T. Manaen 

3. Pandit Jwala Prasad Jyotishi 

4. Shri Radha Raman 

5. Shri T. R. Neswi 

6. Shri Vinayak Rao K. Komtkar 

7. Shri Aurobindo Ghosal 

8. Shri Yadav Narayan Jadhav 

9. Shri Shraddhakar Supakar 

10. Shri Amolakh Chand 

11. Rajkumari Amrit Kaur 

12. Shri Rohit Manushankar Dave 

13. Shri T. R. Deogirikar 

14. Shri Surendra Mohan Ghose 

15. Shri Jaswant Singh. 

Shri A. K. Chanda, Comptroller and Auditor General of Indi \ 

Shri A. Kalyanaramon, Deputy Comptroller and Auditor 
General. 

Shri S. Venkataramanan — Accountant General , Central Reve- 
nues. 

Shri P. V. R. Rao, Director of Audit , F.R.S.C.S . & M. 

Shri P. K. Sr.n, Director of Commercial Audit. 

Secretariat 

Shri V. Subramanian — Deputy Secretary. 

Shri M. C. Chuwla — Under Secretary. 


u8 



Witnesses 


Ministry of Food & Agriculture 
(Department of Food ) 

Shri B. B. Ghosh — Secretary . 

Shri P. N. Krishnaswamy — Chief Pay & Accounts Officer, 
Shri A. D. Pande, Chief Secretary , Delhi Administration . 

Ministry of Finance (Department of Expenditure) 

Shri A. C. Bose— Financial Adviser. 
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MINISTRY OF FOOD & AGRICULTURE 
(DEPARTMENT OF FOOD)— could. 

Audit Report (Civil), 1958 — Part I 

Non-recovery in full of contractual dues from four firms , Para 29, 
pages 26 — 28. 

228. In March, 1954, the Food Ministry placed contracts with four 
Indian firms for the purchase of an aggregate quantity of 57,000 tons 
of imported sugar (valued at Rs. 2*7 crores) which was to be ship- 
ped before 31st March, 1954 m three cases, and before 15th April, 
1954 in the fourth case. 

All the four firms failed to supply the sugar even after some exten- 
sions of time were granted by the Ministry of their own accord. The 
contracts were, therefore, cancelled at the risk and cost of the default- 
ing firms and purchases were effected at higher rates. Under the 
terms of the contract with the four firms in the event of the seller’s 
failure to supply the sugar, Government were entitled to make a risk 
purchase, in addition to obtaining damages equal to 3L of the full 
contract value of sugar. On being consulted, the Law Ministry 
advised that Government were entitled to recover from the defaulters 
the difference between the contract price and the market price pre- 
vailing on the dates when the breach of contract occurred The 
amounts recoverable from the four firms on this basis came to 
Rs. 4,00,000, Rs. 1,97,000, Rs. 1,82.827 and Rs. 9,50,000 respectively 
(total Rs. 17,29,827). 

. When these amounts were accordingly demanded from the defaul- 
ters, the latter made certain representations as a result of which 
Government decided on 4th February, 1955 on grounds of equity 
(despite the fact that legally they were entitled to recover the full 
extra cost from the defaulters) that the penal recovery might be 
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restricted to a nominal figure equal to one-tenth of the difference bet- 
ween the contract price in each case and the lowest price subsequently 
paid, in 1954, for comparable overseas sugar. On this basis, the 
amounts recoverable worked out to Rs. 22,500, Rs. 15.000. Rs. 13,555 
and Rs. 58,666 respectively (total Rs. 1,09,721). 

While recovery had ben effected from the first three defaulters 
(out of their security amounts) only a sum of Rs. 10,000 (out of Rs. 
58,666) could be recovered from the fourth firm. The firm had 
failed to deposit the necessary security and had paid only the 
earnest money of Rs. 10,000 along with its tender. The financial 
standing of this firm was not verified by Government prior to placing 
the contract although a police report had been received intimating 
that the Director of this firm had been convicted of certain criminal 
offences. Subsequent enquiries showed that the firm’s paid-up capital 
was less than Rs. 10,000 and that there was no prospect of any money 
being realised from it as damages. 

229. It was explained to Audit that the equitable grounds on which 
the damages were reduced from Rs. 17,29,827 to Rs. 1.09,721 were 
that — 

(i) the firms were let down by their foreign suppliers, and as 

such their failure was due to reasons beyond their con- 
trol, and 

(ii) that the firms could not open letters of credit in favour of 

their foreign suppliers in time owing to some delay in 
ascertaining the terms and conditions relative to the 
marine insurance of the sugar stocks. 

It was also contended by the Ministry that there was no real loss 
to Government, as the subsequent quantities of sugar were brought 
in a chain, and there was, therefore, no definite ‘‘risk purchase” as 
such, against each defaulter. Audit was unable to accept either the 
plea that the default was due to circumstances beyond the control of 
the contracting firms or that there was no loss to the public exchequer 
in the purchases which had to be made by Government at higher 
costs, soon after the default. The Audit Report pointed out that two 
purchases at substantially increased rates were made from the same 
firms who had defaulted earlier. 

230. The Committee wanted to know the reasons for accepting the 
offer of the fourth firm for the supply of sugar in spite of an adverse 
police report against its Director. The representative of the Ministry 
of Food stated that the tender was considered at the highest level and 
it was felt that the tender of the firm, being the lowest £.35 a ton, 
should be accepted. Asked about the next higher offer which was 
rejected in favour of the lowest tender, the witness stated that that 
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was for the rate of £ 35-19-8 per ton. To another question he stated 
that the quotations of the other three firms were £35-17-6, £35-17-6 
and £35-19-8 per ton. 

231. The Committee enquired whether it was proper for Govern- 
ment to place orders with a firm whose director had been convicted 
in a criminal case. The witness agreed that that was not desirable 
but added that such a generalisation should not be made without 
considering the offence of the party and the risks involved in a con- 
tract with it. 

232. Asked whether it was the policy of Government after its 
experience in the Jeep Contract to enter into contracts for over Rs. 1 
crore with a firm whose share capital was Rs. 10,000 only, the 
witness replied in the negative. The Committee pointed out that 
according to the financial rules, the Ministry were supposed to 
examine the financial standing of the firm. The witness stated that 
that was not done in respect of any of the four firms as it was a 
question of the acceptance of the offer within 24 hours and there was 
no time for any such investigation. 

233. When asked whether Government had ascertained that the 
foreign suppliers of the contracting firms were in a position to supply 
the requisite quantity of sugar, he replied in the negative and added 
that that was the business of the contracting parties with whom alone 
Government had entered into contracts. In reply to another question, 
the witness informed the Committee that while the other three firms 
furnished the security deposits, the fourth firm did not do so after 
its tender had been accepted. 

234. Explaining the reasons for not cancelling the contract of the 
fourth firm when it failed to make security deposits within the stipu- 
lated period, he stated that the contract could be cancelled but it was 
not done as Government needed the sugar urgently. When pointed 
out how Government hoped to get sugar from these firms when their 
quotations were lower than the international market rate, he stated 
that it was the firm who undretook the risk. In reply to a question 
why Government did not insist on the full penal recovery, the witness 
stated that Government felt that the firms were let down by their 
foreign suppliers and also subsequently throughout the year, 1954, 
the actual purchase price of sugar was £37 per ton. 

235. As regards the subsequent orders on two of the firms, the 
witness stated that 25,000 and 30,000 tons of sugar had been purchased 
from these firms. But no further transaction had been entered into 
with the fourth firm. Explaining the reasons for accepting the offers 
from the defaulting firms on the second occasion, he stated that their 
tenders were accepted on the basis of various offers and he did not 
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think Government would have been justified in rejecting their subse- 
quent offers. Asked whether the firms had requested for enhancing 
the rates to enable them to supply the sugar, he replied in the 
negative. 

236. The Committee then referred to the grounds on which the 
damages were reduced from Rs. 17,29,827 to Rs. 1,09,721 and enquired 
how the Ministry gave such explanations for the default of the con- 
tractors, who were expected to fulfil the terms of contract. The 
witness stated that these explanations had been given by the firms 
and partially accepted by the Administration. But the real explana- 
tion was that the international price of sugar was higher than the 
price quoted by them. 

237. Intervening, the Comptroller and Auditor-General mentioned 
to the Committee that there was evidence to show that three out of 
the four firms had genuine offers in their hands from their suppliers 
abroad who kept these open for a period of 3-4 weeks. It was, there- 
fore, not correct to say that the firms were let down by their suppliers 
because of high price of sugar prevailing in the international market. 
Nor were their quotations unreal. Thus the contractors themselves 
were at fault in not making firm deals with their suppliers and there 
was no justification in reducing the damages when Government 
themselves had to purchase sugar at a higher price. 

238. The Committee felt that such untenable explanations advanc- 
ed by the contractors should not be accepted by Government as it 
would set a bad precedent. The witness took note of the views of 
the Committee. 

239. In reply to a question whether it was the general policy to 
reduce the liquidated damages to ten per cent of the amount due, the 
witness replied in the negative 

240. Next, the Committee enquired the dates by which sugar was 
to be supplied by the firms. They were informed that in three cases 
it was 31st March. 1954 and in the fourth case it was the 15th April, 
1954. But the dates were extended till the end of June, 1954 by the 
Government themselves. Asked whether these firms had any experi- 
ence of importing sugar, the witness stated that only one firm had 
supplied sugar in the past. To another question he stated that they 
were not normal brokers dealing in sugar. 

Audit Report (Civil), 1959 — Part I 

Shortage of recovery from a firm trading in grain , Para 26, 

Pages 24-25: 

241. (i) Under the Foodgrains Procurement and Distribution 
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Scheme introduced by the Government of India in 1946, a firm im- 
ported 13,500 mds. of urd dal from the Central Provinces (now 
Madhya Pradesh) during 30th June, 1947 to 9th July, 1947, for sale in 
Delhi at a price to be fixed by Government. The firm was allowed in 
addition to procurement costs, a consolidated margin of as. 7 per 
maund to cover its commission and incidental expenses such as trans- 
port charges, godown rent, terminal tax etc. Any profit accruing to 
the firm on the selling price was to be refunded to Government, 
while any loss incurred by it on the sale was to bo made good by 
Government. 

The firm alleged that it had sold the entire consignment to various 
private parties at the rate of Rs. 15 per maund (without getting the 
prior approval of the Department to the rate). The Government, 
thereupon, decided in August, 1947, to recover from the firm the 
difference between the prevailing market rate of Rs. 22 per maund 
and the alleged selling rate of Rs. 15 per maund and the amount thus 
recoverable came to Rs. 1,03,000 (approx.). The firm, however, 
repudiated the claim on various grounds and finally took the matter 
to a Court of Law which on 15th November, 1956, upheld the conten- 
tions of the firm but allowed the Government to recover a sum of 
Rs. 10,622, being the difference between the cost price plus commission 
of as. 7 per maund and the sale proceeds at Rs. 15 per maund. 

According to Audit, it appeared that the Deputy Director of the 
Department had deposed in the court corroborating the allegation of 
the firm that the Department had directed the firm to sell the urd dal 
at the rate of Rs. 15 per maund thus contradicting the contention of 
the Department itself. Attention of the Committee was also drawn 
to the judgment of the High Court wherein the learned Judge 
observed: “I am strongly impressed by the fact that the then Direc- 
tor, who is contradicted by his subordinates had not cared to come 
into the witness box and offer himself for cross-examination by the 

plaintiff. In the circumstances, the statement given by Mr 

(the Deputy Director) remained uncontradicted on this record.” 

242. The Committee wanted to know the circumstances under 
which the then Director was not in a position to defend the Gov- 
ernment’s stand in the court and how the then Deputy Director 
gave evidence against the Department. The Chief Secretary, Delhi 
Administration stated that the Deputy Director who was called to 
the court by the plaintiff, falsely deposed that he had orally instruc- 
ted the firm to sell dal at Rs. 15 per maund. But there was no 
written record to show that either he or anyone else gave that per- 
mission to the firm. On the other hand, the Deputy Director him- 
self had recorded in the file that he did not give permission to the 
firm for the sale of the dal at Rs. 15 per maund. 

2012 (Aii) LS— 9 
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243. When asked why the Director did not appear in the witness 
box to contradict the Deputy Director by showing the file itself, the 
Chief Secretary stated that unfortunately that was not done on the 
advice of the Counsel. The Committee asked whether there was any- 
thing on record to substantiate this allegation against the Counsel, 
the Chief Secretary replied in the negative. When questioned about 
the basis for his statement, he stated that the records showed that 
originally the Director was cited as a witness by the Administration, 
but he was dropped later on and it was presumed that that was done 
on the advice of the Counsel. 

244. To a question, the Chief Secretary stated that the then 
Deputy Director was reverted to the U.P. Government in 1948 and 
charges had been framed against him in 1958. To another question 
he stated that the High Court judgment was announced in Novem- 
ber, 1955 and the U.P. Government had been informed about the 
conduct of that officer in January, 1958. When asked to explain the 
long delay in informing the U.P. Government, he admitted that 
there had been a failure in that respect. 

245. When asked whether before appearing as a witness on be- 
half of the plaintiff, the Deputy Director got permission of the 
Administration, he stated that as he was working under the U.P. 
Government at that time, the permission of the Delhi Administra- 
tion was not obtained. The Committee desired to be informed whe- 
ther the officer concerned, before he appeared in the court, had obtain- 
ed the permission from the U.P. Government and if so, whether 
that Government had consulted the Delhi Administration about it. 

246. The Committee were not satisfied with the explanation and 
desired to examine the then Director of Purchase, Delhi Adminis- 
tration who, they understood, was in the service of the Government 
of India. In the meantime, they desired to be furnished with a note 
giving explanations on all the points raised in this Audit para. 

Appropriation Accounts (Civil), 1956-57, Volume VII 

Proforma Accounts of imported foodgrains , Grant No. 128, Page 107. 

247. According to Audit, the profit and loss accounts of 1955-56 
and 1956-57 revealed losses of Rs. 19 crores and Rs. 15 87 crores 
against corresponding profits of Rs. 2*15 crores and Rs. 105 lakhs 
in the years 1953-54 and 1954-55. The Proforma Accounts for 
1957-58 had also not yet been compiled although they were due in 
September, 1958. The accounts for 1958-59 had also not been pro- 
duced. 

248. It was explained to the Committee that some of the records, 

especially the stock accounts, sale accounts etc. were not ready. 
These were under compilation and would be included in the next 
year’s accounts. 1 
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249. The Comptroller & Auditor General intervened to say that 
as there was a separate accounts organisation in the Ministry, com- 
pilation of accounts should not be delayed. The Chief Pay and 
Accounts Officer, Ministry of Food etc. stated that he would expe- 
dite the matter. 

250. In reply to a question, he stated that the local purchases of 
foodgrains started in 1957-58 and their Proforma Accounts would 
be compiled. The Comptroller & Auditor General suggested that 
in order to see whether the accounts of foodgrains gave an adequate 
information to the administration as well as to Parliament, it 
would be desirable to convene a meeting between him, the Finance 
and Food & Agriculture Ministries to lay down the form in which 
these Accounts should be maintained. The Food Secretary wel- 
comed the suggestion. 

251. Next, the Committee enquired the reasons for heavy losses 
in the sale of foodgrains in 1955-56 and 1956-57 as against the profits 
in the previous years. The representative of the Ministry of Food 
stated that when decontrol took place, the Government had a lot 
of stock, the sale of which resulted in a profit. But in 1955-56 and 
1956-57, Government imported and sold large quantities of food- 
gTains in the country at subsidised prices with a view to arrest the 
rise in prices resulting in a loss of Rs. 23 crores in 1957-58 and 
about Rs. 10 to 11 crores in 1958-59. 

252. The Committee had then some general discussion with the 
witness about the food production in the country' with a view to 
making it self-sufficient and about the future import programme 
of foodgrains. 

Import of Sugar , Note 24, Group-head B-6, Grant No. 129, page 128. 

253. According to Audit, the total quantity of sugar shipped from 
overseas during the year 1955-56 was 2,28,072 tons and the quantity 
landed was 2,27,266 tons resulting in a short landing loss of 806 tons 
or roughly 0.3 per cent. Claims amounting to Rs. 5,14,138 and 
Rs. 69,846 were lodged against steamer agents for the quantity short 
received or short landed in a damaged condition and on account of des- 
patch money respectively. Claims amounting to Rs. 22,63,518 remained 
unsettled at the end of the year 1956-57. A provision of Rs. 12,72,476 
was made upto the end of the year 1956-57 as a ‘Reserve* for possi- 
ble repudiation of claims by the steamer Agents. 

The Committee were informed that the above claims were still 
unsettled and the High Commission for India, 'London was dealing 
with the wqrk. 

254. The Committee then adjourned till 10*00 hours on Wednes- 
day , the 28 th October , 1959. 
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MINISTRY OF FOOD AND AGRICULTURE 
(DEPARTMENT OF AGRICULTURE) 

Audit Report (Civil), 1958 — Part I 

Loss due to use of tractors for ploughing private land without a con- 
tract or adr>ancr deposits — para 21, page 21. 

256 . During 1948-132, the Central Tractor Organisation ploughed 
certain private land in Delhi and its neighbourhood without either 
executing any agreement with the parties concerned or securing 
adequate deposits in advance notwithstanding the operations being 
of the nature of Deposit Work. A sum of Rs. 39,400 representing part 
of the expenditure incurred, eventually proved irrecoverable and 
had to be written off by Government during the years 1953-56. 

The operations having been undertaken on verbal instructions, 
the responsibility for the loss could not be fixed definitely, especially 
since some of the officers concerned had already left service. 

257. The Committee wanted to know the circumstances under 
which a sum of Rs. 39,400 had to be written off. The Secretary, 
Ministry of Food and Agriculture (Department of Agriculture) 
stated that immediately after the partition it was proposed to utilise 
the land in and around Delhi for food production. Several persons 
including some refugees who had been allotted land requested for 
tractorisation of their lands. The Ministry agreed to undertake the 
work and out of the recoverable amount of Rs. 1,55,184 a sum of 
Rs. 39,400 proved irrecoverable at that time. Subsequently, 
Rs. 1330*50 had been recovered. 
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258. In reply to a question why the defaulters could not be traced, 
the witness stated that four Co-operative Societies really accounted 
for the bulk of the irrecoverable amount. One of these societies went 
into liquidation. The second in whose case the cost of work came to 
Rs. 6,757 refused to pay on the ground that the operations in question 
had been taken up by Government for demonstration and publicity 
purposes. The Ministry tried to bring some pressure on it through 
the Ministry of Production with whom it had some dealings, but in 
vain and ultimately, the amount had to be written off. 

259. The Committee enquired whether there was any written 
agreement with that Co-operative Society. The witness stated that 
in its original letter, the society had stated that it would pay the 
charges. But subsequently it backed out. When asked how Govern- 
ment accepted its contention, the witness stated that the Law Minis- 
try had been consulted in the matter and according to that Ministry’s 
opinion the letter of the society would not be a sufficient basis for 
filing a suit against it. Asked whether the society had deposited the 
requisite advance of Rs. 2.000, the witness stated that that was 
deposited in the beginning but as the finalisation of rates to be charg- 
ed took some time, even that advance was returned to the society. 

260. As regards the third society, the Committee were informed 
that it could not pay the amount of Rs. 5,365 due to its bad financial 
position and on its representation, Government decided to write off 
the amount. Similarly, dues against the fourth society had also to 
be written off. 

261. The Committee then enquired about the future of the Central 
Tractor Organisation. They were informed that Government had 
since decided to wind it up. Asked about the disposal of tractors 
held by the Central Tractor Organisation, the witness stated that out 
of the 11 units, five units consisting of 165 tractors had been transfer- 
red to the Dandakaranya Project and two more units consisting of 30 
tractors were proposed to be transferred to that Project. The Ministry 
considered that the existing life of the remaining units would expire 
in June, 1960 till which time these would be put to work. As each cf 
these tractors had worked for more than the prescribed hours of 
10,000, they would be sold through the Disposals Directorate. In reply 
to a question, the Committee were informed that the Dandakaranya 
Project accepted the tractors as they had still a life of another 2,000 
to 3,000 hours. 

262 . Next, the Committee enquired why Central Tractor Organi- 
sation was being wound up. They were informed that it was being 
done as Rs. crores of foreign exchange required for renewal of 
its fleet of tractors could not be made available and they could not 
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keep the establishment going on without any work. When asked 
whether the Ministry were satisfied with the work of Central Tract- 
or Organisation, the witness replied in the affirmative and added 
that as against 1 million acres proposed to be reclaimed, more than 
1*6 million acres had been reclaimed, and the entire loan from the 
I.B.R.D. taken for this purpose had been repaid. To another question 
he stated that about 9 lakh acres of land were still to be reclaimed. 

Delay in execution of a scheme Para 22, pages 21-23. 

263. In paragraph 8(e) of the Audit Report (Civil) 1952 — Part I, 
mention was made of the purchase of a Pilot Plant for production of 
different types of paper and boards from indigenous raw materials, 
at a cost of $391,807 by the Ministry direct from a certain firm in the 
U.S.A. by-passing the India Supply Mission, Washington. The project 
for which the plant was ordered had been decided upon in 1946. and 
the broad specification of the plant had been settled by an Expert 
Committee. The Officer who was specially deputed to make the pur- 
chase of the plant did so after visiting U.K., Canada and the U.S.A. 
for obtaining detailed specifications. The said officer was given 
extension of service for three years in the hope that he would 
be able to put through the scheme. As he retired in December, 1949. 
when the machinery for which he had placed orders had just arrived 
at the Research Institute, the scheme did not make progress. In July. 
1950 it came to light that there was an omission to place orders for 
certain important parts essential for putting the machine into 
operation. 

The capacity of the pulping and stock preparation plant, approved 
by the Expert Committee in February, 1948, was found in May, 1950 
to be inadequate for feeding the above pilot plant and the purchase of 
k\ new pulping equipment, at an additional cost of about Rs. 15 lacs, 
was considered necessary. In June, 1952, it was decided to utilise 
foreign technical assistance for procuring this equipment and 
connected services. Accordingly, plant, equipment and engineering 
services worth $ 3,80,500 in all (equal to Rs. 18 lakhs) were obtained 
as below: — 


$ 

18,300 

2,35,000 

1,27,200 


T. C. A. Agreement 1952 
T. C. A. Agreement 1953 

T. C. A. Agreement 1956 and 1957 


3,80,500 
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The construction of the requisite buildings for the Project was 
initiated in December, 1948, but no progress was made till April, 195* 
due to lock of specialised knowledge on the part of the local engineers 
and non-supply of basic engineering dqta by the firm supplying the 
pilot plant. A phased programme, to be completed in three stages, 
was drawn up in April, 1951 in consultation with the C.P.W.D. Phase 
A (Paper finishing Section) was taken up in December, 1951 and 
finished in July, 1952. Technical difficulties arose in designing Phase B 
(Basement) on the basis of drawings, etc. received from the firm 
and were resolved with engineering services obtained from the firm 
through the Agreement of June, 1953. The basement was completed 
in December, 1954 and the machinery was erected in May, 1955 Phase 
C (Construction for housing the pulping and stock preparation unit) 
had not been taken up yet (20th August, 1957) by the C.P.W.D. ns 
the requisite drawings, etc. were awaited from the firm. 

When the project was decided upon in October, 1946, und later 
the plant was selected for purchase, neither the Expert Committee 
nor the other officers concerned had any detailed knowledge of the 
machinery or any plan of the type of plant that would bo required 
The arrangements made under the foreign aid agre monts of June, 
1952. June 1953 and June. 1956 for procurement of maohinerv and 
engineering services from the firm were also not effective as .applies 
were delayed for long neriod and additional payments were demanded. 
The contracts which were entered into by the foreign aid agency 
could not be enforced as they did not contain adequate provisions. 
Under the latest contract made with the foreign aid agency in June, 
1957 the firm mentioned above was to supply the various engineering 
services and equipment completely by September, 1958. 

After locking up funds to the ixtcnt of Rs. 13,50,000 on the Pilot 
Plant for a period of about eight years (involving total interest 
charges of about Rs. 3,00.000 (fi) 3 per cent per annum) doubts had 
been raised on 20th August,, 1957 whether the Institute would at all be 
a suitable place for putting up a plant of this size, because the raw 
material required for feeding it would not be available locally. Apart 
from going into the economics of its working, with raw material 
secured from outside, the possibilities of using it for producing 
special quality paper were now being explored as the full capacity of 
the plant may not be utilised for research and training. 

It had been stated that no individual officer could be held res- 
ponsible for the prolonged delays and uneconomic expenditure as 
none with adequate capacity or competence to shoulder responsi- 
bility had originally been placed in charge of the execution of the 
Project. 
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264. It was explained to the Committee that the paper section* 
of the project was complete and it was proposed to start the trial on 
the 2nd November, 1959. As regards the pulping section, the build- 
ings were ready and the work would be completed by the end of 
February, 1960. 

265. The Committee enquired about the availability of raw mate- 
rials for the plant. They were informed that an agreement had been 
entered into with the local mills for the supply of raw material until 
the pulping section of the plant was ready. In reply to another 
question, the witness stated that Government proposed to make 
arrangements for the requisite raw materials in the shape of bam- 
boos, waste paper, etc. 

266. The Committee pointed out that the project was conceived 
with a view to finding new raw materials for manufacturing paper 
and felt that manufacture of paper from bamboo and waste paper 
did not require any research work. The witness stated that different 
raw materials would be tried on the plant. In reply to a question 
whether there was also shortage of water and power at the plant 
site, he stated that there was no water scarcity as a tubewell had 
been sunk there providing adequate water. 

267. Asked about the reasons for bypassing the the witness 

admitted that it was a mistake. 

268. The Committee enquired how for purposes of research a 
project costing Rs. 58 lakhs and producing 6 tons of paper a day 
was considered necessary. The witness stated that they were try- 
ing to sec whether special brands of imported paper could be manu- 
factured in the country. The Committee asked the Ministry to 
examine the feasibility of producing security paper at the plant for 
currency purposes and furnish a note to them on the subject. 

269. The Committee then enquired whether all the missing parts 
of the plant had been procured since then. The witness replied in 
the affirmative. 

Non-recovery of dues, para 24, page 24. 

270. The Forest Department, Andamans gave a licence and a lease 
to a private firm in 1951, for extraction of timber, in certain forests 
in Andaman Islands. The terms of the lease provided that the firm 
would extract every year a specified quantity of timber and pay 
royalty on that quantity. Failure to do so would entitle Govern- 
ment to collect royalty at the agreed rate also on all shortfalls in 
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the years 1951-54 taken together, and thereafter for each year se- 
parately. The guaranteed quantity of timber was not extracted by 
the firm during the years 1951-54, 1954-55, 1955-56 and 1956-57. 

But the recovery of the royalty due on shortfalls amounting to 
Rs. 21,28,201 which the firm was legally liable to pay, had net been 
made. It was stated bv the Ministry in September, 1958 that the 
ceilings, prescribed for annual extraction under the agreement, were 
being revised and that meanwhile the recovery of the royalty due 
on shortfalls had been postponed. 

271. According to audit the minimum quantities of timber to be 
extracted by the firm under the agreement, the quantities actually 
extracted and the shortfalls are as below: — 



Guaranteed qu mtities 

Quirtities actu lh 

Short i 11 

Roy; ltv due 

Year 

of timber to he ex- 

extra - ted 


to l e recover- 


tracted under the 



ed on short- 


agreement 



fall 


(Tons per annum) 

(Tons per annum) 

(Tons per annum; 

1951-54 

} 5 ,000 

41,192 

vo8 1 


1954-55 

} 0,000 

27,491 

6,509 1 

R$. 51*42 

1955-56 

40,000 

26,495 

r\6o5 y 

1956-57 

60,000 

35,266 

24,734 1 

lakhs upto 

1957-5 X 

75>ooo 

15,47^ 

59,622 j 

1957-58 


272. The Committee enquired about the comparative merits of the 
tenders for the extraction of timber. They were informed by the 
Comptroller and Auditor General that in all, there were 9 tenders 
and the most favourable one was accepted on the grounds of the 
experience of the firm in timber business in Burma and its compe- 
tence to deliver the goods. This firm offered 78 per cent as royalty 
while the other tenderers 47 per cent and below. 


273. The Committee wanted to know the reasons for the wide 
disparity between the guaranteed quantity of timber to be extract- 
ed under the agreement and the quantity actually extracted in the 
year 1957-58. The witness stated that in that year timber extracted 
was small because of some labour trouble. But the position was not 
so bad in the previous years. To a question he replied that as against 
75,000 tons of timber guaranteed to be extracted in 1958-59, 30,000 
tons were extracted. 
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274. Explaining the causes for the shortfall in the extraction of 
the guaranteed quantities of timber, the witness stated that out of 
the area leased to the contractor it was not possible to extract an- 
nualy 75,000 tons of exportable types of timber. He added that this 
fact was discovered only recently and was not known at the time 
of contract with the firm. The Government were convinced of this 
after their own experience in the extraction of timber in the Island. 
In reply to a question, the Committee were informed that it was 
proposed to revise the ceiling of quantity of timber to be extracted. 
The Committee desired to be furnished with a note discussing the 
comparative economics of extraction of timber in Andaman Islands 
by the Forest Department and the private contractor. They also 
impressed upon the Ministry the urgency of settling the matter as 
further delay would retard the progress of extraction of timber. 

275. At the instance of the Committee the Deputy Inspector Gen- 
eral of Forests explained how the quantities of timber to be extract- 
ed were arrived at. According to him the estimated yield of 40,000 
tons from North Andamans was based on data collected after an 
inspection on the spot. 

276. About the outstanding dues against the contractor the Com- 
mittee were informed that excepting Rs. 80,000 the royalty due on 
timber actually extracted had been recovered from him. Steps were 
also being taken to realise the balance. 

Loss hi running a school Dus, Para 25, Pages 24-25. 

277. In March, 1947, a bus was purchased at a cost of Rs. 8,190 for 
transporting the school-going children of the employees of the 
Forest College, Dehradun. All the charges in running the bus, in- 
cluding interest on capital, were to be borne by the local Bus 
Committee, a private body consisting of representatives of parents 
and guardians of the children using the bus. In practice, however, 
all the expenditure was met by the Government, the collection of 
bus fees from the children made by the Departmental cashier being 
credited to Government accounts. 

During the period from March. 1947 to December, 1953 (when 
the bus service was discontinued), the Government suffered a net 
loss of Rs. 6,014, excluding depreciation charges on the bus which 
would amount to several thousand rupees more. As it was not 
possible to recoup the amount from any source, it was written oft 
in December, 1956. No responsibility was fixed for allowing ex- 
penditure to be met out of Government funds and allowing the 
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loss to accumulate over five years, without effecting recovery in 
time from the Bus Committee. 

278. It was explained to the Committee that expenditure and 
receipts relating to the bus was mixed up with Government accounts 
by the cashier. It was only when there was a deficit in the income 
of the Bus Committee that the matter came up to the notice of Gov- 
ernment and it was realised that an entirely wrong procedure had 
been followed by the Bus Committee. 

279. To a question, the witness stated that the bus had since been 
converted into a truck for other work. 

Audit Report (Civil), 1959 — Part I 

Avoidable extra expenditure due to diversion of a vessel from 
Vishakhapatnam to Kakinada , para 27, pages 25-26. 

280. A contract for the supply of ammonium sulphate f.o.b. was 
placed on behalf of the Agriculture Ministry abroad in November, 
1956. The seller was responsible for chartering transport to India. 

Intimation was sent cn 30th August, 1957 that a vessel with about 
10,100 tons of fertilizers had sailed on 23rd August, 1957 for Vishakha- 
patnam. The Transport Ministry suggested on 10th September, 1957 
that the vessel should be diverted to another port as Vishakhapatmim 
port was heavily congested at that time. This request was com- 
municated to the Supply Mission only on the 5th October, 1957 with 
the suggestion that the switch-over should be made without pay- 
ment of extra freight. The vessel arrived at Vishakhapatnam. how- 
ever, on 8th October, 1957, but was unable to berth. 

After protracted negotiations, the ship-owners agreed on 21st 
October, 1957 to divert the vessel to Kakinada on payment of extra 
freight of Rs. 2*38 per long ton provided the lay (unloading) time 
would commence from the date of arrival (8th October, 1957) of 
the vessel at Vishakhapatnam and not 24 hours after receipt of the 
vessel’s notice of arrival in port and readiness to discharge. Govern- 
ment agreed on 24th October, 1957 to the proposed terms of diversion 
except th«at the lay time be calculated as per Charter Party. 
On the same day, the ship-owners offered to reduce the extra freight 
from Rs. 2' 38 to Rs. 1:19 per long ton, provided the lay time com- 
menced from the arrival of the vessel at Vishakhapatnam and this 
offer was accepted by Government on 28th October, 1957. But as 
the vessel was required to pay demurrage charges with effect from 
25th October, 1957, the shipowners withdrew their offer of the 
reduced rate of Rs. 1*19 per long ton and insisted on payment of 
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extra freight of Rs. 2*38 per long ton which condition was, on 2nd 
November, 1957, finally agreed to by Government. An extra expendi- 
ture of Rs. 1,17,85,127 was accordingly incurred by the Agriculture 
Department as below: 

(i) Extra freight on 10,100' 326 long tons at 

Rs. 2:38 per L.T. Rs. 24,048:38 

(ii) Demurrage at Kakinacki and Vishakhapat- 

nam. Rs. 93,802*89 

Rs. 11 7,85 1*27 

According to Audit, the delay in the decision to divert the ship, 
and the delay in communicating the same had resulted in the above 
extra expenditure. 

281 Explaining how the delay in asking the India Supply 
Mission for diversion of the vessel had occurred, the witness stated 
that the Ministry of Transport suggested on the 10th September, 
1957, to the Ministry of Works, Housing and Supply about the 
diversion of the vessel to Kakmadn. The latter Ministry passed on 
that inform.'. lion to the Regional Director of Food on the 18th Sep- 
tember, 1957 and from him it was received in the Department of Agri- 
culture on the 25th September. 1957, and a telegram was sent on the 
26th September, 1957, to the Regional Director o" Shipping. 

282 Asked about the steps taken to avoid such situations in future, 
he referred to the new procedure according to which whenever any 
ship was chartered, there would be an alternative port of destination 
also and secondly, the l.S.M. would directly negotiate with the owners 
of the ship for any increase in the freight as a result of diversion 
of a ship without prior consultation with the Ministry. 

283. The Committee* then enquired the reasons for delay on the 
part of the Ministry of Works. Housing and Supply in passing on 
the letter to the Ministry of Food and Agriculture, The representa- 
tive of that Ministry stated that the letter was received on the 11th 
September in that Ministry and that was passed on to the Regional 
Director of Food on the 18th September, 1957. i.c , in a week's time. 

Appropriation Accounts (Civil), 1956-57, Vol. VII 

Grant No. 44 - -Agriculture, page 48. 

284. The Committee noticed that out of a provision of 
Rs. 16,38,62,000 under this Grant, there was a saving of Rs. 673,25,185 
as the large provisions for grants to State Government for Grow 
More Food and other agricultural schemes remained unutilised. 
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285. Explaining the position, the witness stated that in regard to 
several of the schemes, there had been a delay in starting the work 
as provision was made on the basis of the Five Year Plan without 
any regard to the capacity of the States concerned for implementing 
the projects. At the same time, due tc the re-organisation of States 
during this year (1956-57) a number of the States could not utilise the 
amount that was provided for in the budget. 

Avoidable loss , Note 6, page 54, grant No. 44. 

286. Out of 50,000 gallons of Kerosene Oil and 8,520 gallons of 
aviation spirit purchased by a department in 1951-52 for aerial opera- 
tions against locusts, 34,794 gallons of the former and 5,830 gallons 
of the latter had to be disposed of, the purchases being far in excess 
of requirements. 10,998 gallons of Kerosene and 1,441 gallons of 
aviation spirit were finally found short due to leakage and evaporation 
as they were stored in an open space in the absence of proper go- 
downs. In writing off the resultant loss of Rs. 16,800 in August, 1953, 
Government ordered that in future greater vigilance in the matter 
of disposition and storage of petrol and kerosene should be exercised 
and that as far as possible, the quantities actually required with a 
safe margin for reserve, should be moved to forward positions where 
storage arrangements cannot generally be satisfactory. No discipli- 
nary action against any official /officer was, however, taken. 

287. The Committee enquired why responsibility for the loss could 
not be fixed. They were informed that this kind of aerial operation 
was new to them and estimates for the purchase of both aviation 
spirit as well as the kerosene oil were therefore based on the advice 
of an American expert who had experience of this kind of work. 
But the locust activity in that year was not so strong as had been 
anticipated. 

288. When asked about the shortage, the witness stated 
that as godowns could not be constructed in Bikaner or Pokran 
where kerosene and aviation spirit were expected to be consumed, 
these were kept in an open space with the approval of the Inspector 
of Explosives as well the Engineer-in-Chief of the Army under mili- 
tary and police supervision. 

289. Sub-head H. 8(10), p. 54. — The Committee noticed that there 
was a saving by all the States excepting West Bengal out of the 
amounts granted to them for Grow More Food schemes. They 
enquired about the performance of West Bengal in the matter of 
increasing food production. The witness stated that it was very 
difficult for him to state whether the expenditure had resulted in 
additional food production as several factors governed that. 
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290. Losses , writes-off etc.. Note 7 (ti) , page 55. — A workshop lorry 
was purchased in July, 1950 with necessary equipment, costing 
Rs. 99,540 from the Defence Department for carrying out minor 
repairs to vehicles of a Locust Entomologist in the field. The work- 
shop equipment could work only on gasoline, which was considered 
to be very uneconomical. The lorry could not, therefore, be put to 
any use. 

The Head of the Department was apprised in March, 1954 that 
the lorry was unsuitable and expensive. It was ultimately sold in 
1956 for Rs. 24,000 when its depreciated value was Rs. 55,368. The 
loss of Rs. 75,540 was written off by Government in November, 1956. 

291. The Committee enquired about the reasons for the purchase 
of the lorry. They were informed that the lorry was intended to be 
used as a mobile workshop for attending to repairs of vehicles eng- 
aged in locust control work. 

Appropriation Accounts, 1957-58 — Vol. VII 


Transfer to the Fund for the benefit of cotton growers . Note 12, 
page 59. 

292. An account of the fund for the year 1957-58 is given below: 

Rs. 


Opening balance on 1st April, 1957 
Credits during the year 
Debits during the year 
Closing balance on 31st March. 1958 


2,57,19,083 

37,2-8.003 

32,93,082 

2,61,64,004 


293. The Committee enquired about the progress made in the 
extension of cotton cultivation. They were informed by the Addi- 
tional Secretary of the Ministry that largely by the use of the fund, 
quantity of cotton produced in the country had increased from about 
22 lakh bales in 1947-48 to 47 lakhs in 1958-59. In reply to a ques- 
tion, the witness stated that the cultivation of long staple cotton 
had increased a great deal over the short staple cotton and it was 
expected that the country would be self-sufficient in respect of 
extra long staple variety of cotton in three to four years. 


Grant No. 45. — Civil Veterinary Services , page 70. 

294. The Committee noticed that out of a provision of 
Rs. 1,44,35,000 under this grant, there had been a saving of 
Rs. 57,59,282. Provision for grants to States under group-head C 
had remained largely unutilised. 
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295. The Committee enquired about the progress made in rinder- 
pest scheme. The witness stated that the scheme had been success- 
ful although the entire country had not yet been covered by it. 
Every animal that was to be inoculated between the rivers Cauveri 
and Krishna had been inoculated and it was intended to progress 
northward so as to cover the entire country in about three to four 
years. Asked about the non-utilisation of grants, he stated that that 
was due to the non-availability of equipment and trained personnel 
in the States and the late starting of the scheme. 

296. The Committee then had general discussion with the witnes- 
ses about the food production in the country and the various 
measures taken to stimulate it. 

(At this stage, the witnesses withdrew) 

Payment of advances by Government to private firms, pubiic un- 
dertakings etc. 

297. The Committee considered a Memorandum* on the subject 
and approved the suggestions made in paras 4 and 6 thereof. The 
Committee desired that the views as set forth in para 4 should be 
communicated to the Ministry of Finance (Defence) who had 
requested for clarification arising out of the recommendations made 
in para 46 of their Seventh Report (Second Lok Sabha). They also 
decided to incorporate the suggestions made in para 6 of the Memo- 
randum in their Report relating to Accounts (Civil) at an appropriate 
place. 

298. The Committee then adjourned sine die. 


♦Not printed. 
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Ministry of Finance ( Deptt . of Expenditure ) 

Shri M. S. Bhatnagar, Financial Adviser . 

Ministry of Information & Broadcasting 
Shri R. K. Ramadhayani, Secretary. 
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Shri A. G. Krishnan. Under Secretary. 

MINISTRY OF EXTERNAL AFFAIRS 
Audit Report (Civil) 1959— Part I 

Avoidable expenditure . Para 24, pages 22-23. 

300. A temporarv Executive Engineer appointed on 21st Septem- 
ber, 1950 (by NEFA Administration) was placed under suspension 
on 21st Januarv, 1953, on charges of insubordination and inefficiency. 
The Administration reported the case in September, 1953, recommend- 
ing the removal of tlm officer from service. The officer tendered his 
resignation on 2nd October, 1953 but withdrew it on 17th March. 
1954, before its acceptance. In December, 1953, the Administration 
received a report that the officer had been emploved as a temporarv 
Executive Engineer in another State from 11th Mav, 1953. but this 
information was conveyed to the Ministry onlv in April, 1954. The 
officer was debarred on 21st December, 1956 from future service 
under the Central Government for securing employment elsewhere 
while under suspension but no order stopping th<* payment of the 
subsistence allowance from April, 1954. was issued. 

The Ministry in consultation with the Ministry of Law advised 
the Administration on 29th September, 1955, to re-investigate the 
charges and to revise their recommendations. The officer meanwhile 
requested the Administration on 24th November, 1955 to terminate 
his services bv notice after dropping all proceedings pending against 
him, and he gave an undertaking that he would not press anv claims 
against Government besides the subsistence allowance up to the date 
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of such termination of his service. The Administration after discus- 
sion with the Ministry of Law, and with the approval of the Minis- 
try, terminated the officer’s services from 9th December, 1955. 

A total amount of Rs. 14,547 had been paid as subsistence allow- 
ance for the period from 21st January, 1953 to 30th November, 1955. 
The officer had also received Rs. 7,634 from another State Govern- 
ment ns pay for the period from 11th May, 1953 to 14th April, 1954. 

301. The Committee wanted to know the circumstances under 
which the temporary officer was paid subsistence allowance for nearly 
three years instead of being removed from service on a month s notice 
or pay in lieu of that. 

The representative of the Ministry stated that the officer could 
have been discharged from service on a month’s notice. But unfor- 
tunately that was not done as the Superintending Engineer, although 
not competent under the rules, had drawn up proceedings against the 
officer. And once the proceedings had been drawn up, the legality of 
discharging an officer from service, temporary though he was on a 
month’s notice, became questionable. As regards delay in taking 
action in the matter, he stated that the case involved consultations 
between the NEFA Administration, the Governor of Assam, and the 
Ministries of External Affairs, Law and Home Affairs and this took 
time. • 

302. When asked how the Superintending Engineer was not aware 
that under the rules he was not competent to draw up proceedings 
against the officer, the witness stated that it was a mistake on his 
part. Being the immediate superior officer concerned the 
Superintending Engineer thought that he was within his rights to 
draw up the proceedings. With a view to clarifying the position the 
Ministry of Finance had recently re-circulated among the officers 
the Classification, Control and Appeal Rules. 

303. The Committee next enquired the reasons for not accepting 
the resignation of the officer. The witness stated that during the 
period of departmental proceedings resignations were normally not 
accepted; otherwise officers would escape the departmental action. 

304. To a question why the Government did not stop subsistence 
allowance to the officer when it came to their notice that he had got 
a job under another State Government, the witness stated that it 
was not donp on the advice of the Ministrv of Home Affairs. They 
had felt that any order in this regard should issue after all the for- 
malities including the advice of the U.P.S.C. had been taken into 
consideration as required under the Fundamental Rules. 
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Avoidable expenditure on rent of residential accommodation — De/ec- 
tive planning , Para 25, pages 23-24. 

305. Two houses with similar accommodation, had been leased, on 
a monthly rental of Rs. 408 each, by a Mission abroad in April, 1956. 
One was surrendered on 1st November, 1956 and the other on 1st 
August, 1957. During the entire period of tenancy, one or the other 
of the two residences remained vacant except for two brief periods 
of 12 days and 25 days respectively. The unnecessary expenditure 
on account of the two houses was Rs. 6,120. 

306. According to the Audit Report, the lease of another house 
occupied by an officer of the Mission, the rent of which was Rs. 607 
per month, expired on 30th September, 1956. Instead of allotting the 
vacant house mentioned in the above sub-para, which provided accom- 
modation suitable to the entitlement of that officer, the Mission 
obtained the sanction of Government for the renewal of the constlier 
accommodation for the officer, though Government had observed 
that a cheaper house should be obtained for him. 

307. It was explained to the Committee that due to shortage of 
houses and high cost of living in a hotel, one residence was retained 
for an official whose departure was delayed due firstly, to passage 
difficulty and later on due to his examination, the date of which had 
been postponed.* 

308. When asked about the house which was acquired within 12 
days of the arrival of the officer, the witness stated that that house 
was made available by the foreign Government at a cheaper rent. 

309. Next, the Committee enquired the circumstances under which 
renewal of the lease of the fourth house was obtained by the Mission 
when a vacant house with less rent had already been available with 
them. The witness stated that, that house was not suitable for the 
officer who had representational duties. 

Appropriation Accounts (Civil), 1956-57, Volume VI— 

Grant No. 23-External Affairs 

Infructuous expenditure , Note 9, Page 27. 

310. About 1,000 copies of a Quarterly Review in Russian lan- 
guage published by an Indian Mission at Moscow in April, 1955, and 
March, 1956, had to be scrapped due to defective translation and 
printing. The expenditure of Rs. 5,258 incurred on the printing of 
the two issues thus proved to be nugatory. 

311. Asked about the circumstances of the case, the witness stated 
that as printing charges in Moscow were heavy, Government thought 
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it prudent to economise in expenditure by printing the material at 
Rome at a cheaper rate as they had done on another occasion. But 
unfortunately mistakes in printing and translation crept in. 

312. When asked about the repetition of the mistakes in the 
second issue, the witness stated that the Mission should not have 
taken the risk of printing at Rome on the second occasion. The 
only redeeming feature was that the Mission hoped that the mis- 
takes would not be repeated as a Professor of Russian at the Uni- 
versity of Rome had been engaged in the work of translation. But 
unfortunately that arrangement did not prove satisfactory. 

Loss in sale oj staff car. Note 12, page 27. 

313. In November, 1955, the Government sanctioned the sale of 
a 4 year-old staff car of a Mission and its replacement by a new 
one which was purchased in April, 1956. 

The workshop in which the old car had been undergoing re- 
pairs at the time offered, in December, 1955 to buy the car for the 
equivalent of Rs. 2,995 less Rs. 1,120, being the cost of repairs already 
done up to that date. The offer was rejected as it was not consi- 
dered sufficiently attractive. A further sum of Rs. 1,200 was spent 
on repairs upto the 27th March, 1956, the date on which old car 
was received back from the workshop. After advertising in the 
papers, the car was ultimately sold for Rs. 1,225 to an officer of 
the Mission in April, 1957. There was thus a loss of Rs. 1,850 owing 
to the rejection of the offer of December, 1955. 

314. The Committee enquired the reason for incurring an ex- 
penditure of Rs. 2,320 on the repairs of the car which had to be 
disposed of just for Rs. 1,225. The witness admitted that it was a 
case of throwing good money after bad money. The car should 
have been sold without any expenditure on its repairs, at whatever 
price it fetched. It was an error of judgment. Unfortunately just 
at that time the duty on petrol was enhanced by the foreign Gov- 
ernment. This brought down the price of car. 

315. To a question whether it was advisable to sell the car to 
an official of the Mission, the witness replied in the negative. He, 
however, added that in the present case there was no better offer 
for the car. 

Appropriation Accounts (Civil), 1957-58 — Grant No. 24 — 
External Affairs 

Waiver of recovery, Note 8 (in). Page 45. 

316. A contract officer, posted to an Indian Mission abroad in 
March, 1950, had been sanctioned Foreign Allowance, at the rate of 
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Rs. 400 P.M. as for married officers instead of Rs. 300 per month, 
admissible to him as a bachelor. The mistake had come to light 
in April, 1954, by which time a sum of Rs. 4,916 had already been 
over-paid. Government ordered in December, 1955, the waiver of 
a sum of Rs. 3,716 and the recovery of the balance of Rs. 1,200 in 
easy instalments. The fixation of responsibility for the over-pay- 
ment was engaging the attention of Government. 

317. Asked about the latest position in fixing the responsibility 
for the over-payment, the witness stated that three officers had 
been admonished while the fourth was being asked to give his ex- 
planation. To a question whether the officer concerned had been 
giving certificates every month that he was married as required 
under the rules, the witness stated that the order itself was defec- 
tive as it did not indicate the different rates for the married and 
unmarried officers. 

Premature expenditure on the proposed construction of a residence 

for the Head of a Mission , Note 9, Page 46. 

318. An Indian Mission abroad had acquired on lease in January, 
1950 a plot of land measuring about two acres, from Kenya Gov- 
ernment for the construction of a house for the Head of the Mission. 
In March, 1954, when the bills of quantities (i.e. detailed estimates) 
for the house were under preparation, the architects were asked not 
to proceed with invitation of tenders as the Mission proposed 
(November, 1954) to construct the house on a different site for 
various reasons. Government, however, desired (January, 1955) 
that the house should be built as originally planned and the bills 
of quantities were, therefore, sent to Government for approval in 
June, 1955. In September, 1956 the proposal for constructing the 
house elsewhere or alternatively, for buying a house was re-opened 
by the Mission but was not accepted by the Government. In 
November, 1957, the Head of the Mission reiterated the previous 
objections to building the house in that locality, as it had become 
rather crowded and difficult of access. That objection was not 
accepted by Government. 

Government had stated (March, 1959) that despite the objec- 
tions, they would like to go ahead with the construction, but for 
the difficulties of foreign exchange. The fees paid to the archi- 
tects and the quantity surveyors for dealing with the proposed cons- 
truction amounted to Rs. 29,667. The expenditure, including ground 
rent upto 1957-58, incurred on the acquisition of the land was 
Rs. 28.560. 

319. In extenuation, the witness stated that the land was obtain- 
ed from the Kenya Government at a very cheap rate in the belief 
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that a 100 ft. road would be constructed by the Nairobi City Coun- 
cil in the near future in front of that area. Consequently the sur- 
vey work was undertaken. But later on the City Council drop- 
ped the idea of constructing the road as a measure of economy. 
Meanwhile the place had lost its attractiveness as a large number 
of small houses of the middle class had sprung up there. As the 
Government could earn a lot of profit if they chose to sell the land, 
the expenditure of Rs. 28,560 on survey and plans was not infruc- 
tuous. It was just in the nature of maintenance charges. The 
Ministry, however, intended to utilise the land for building quarters 
for the staff. 

Irregular drawal of Exchange Compensation Allowance, Note 10, 

Page 46. 

320. In an Indian Mission abroad the officers and staff, including 
the Head of the Mission, had been disbursed during August, 1950 
to October, 1956, their emoluments (less P.F., etc. deductions) in 
rupees, instead of in local currency. They had also drawn Ex- 
change Compensation Allowance thereon though such an allow- 
ance was admissible only on the emoluments drawn in local cur- 
rency. The amount of exchange Compensation Allowance thus irre- 
gularly drawn amounted to Rs. 1,27,760 including Rs. 43,326 drawn 
by the Head of the Mission. 

321. The Comptroller & Auditor General stated that the matter 
was examined on the basis of a letter from the Ministry to Audit 
and it was merely a case of technical irregularity. 

Appropriation Accounts (Civil), 1956-57, Vol. VI Grant No. 22 -Tribal 

Areas. 

322. Out of the final provision of Rs. 6,66,08,000 under this grant, 
there was a saving of Rs. 1,96,94,767, viz., 30 per cent. 

323. The witness stated that there had been a considerable im- 
provement in budgeting in 1958-59. But certain difficulties still 
remained to be removed. The non-receipt of debits from Ministry 
of Defence who did the work was their particular difficulty. To the 
question how that difficulty was proposed to be removed the wit- 
ness stated that one solution would be to ask the Defence Ministry 
not to raise the debits until the work was completed in the current 
year and the funds would be provided for in the next year’s budget. 
The Defence Ministry were also in difficulty because neither the 
CGDA nor the DG (Supplies) was in a position to ascertain the 
amounts spent fairly accurately. The C. & A. G. felt that the solu- 
tion proposed by the witness would not be technically correct and 
the matter required further discussion. 
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MINISTRY OF INFORMATION & BROADCASTING 
Appropriation Accounts (Civil), 1956-57, Vo. X 

324. Out of a total provision of Rs. 3,94,87,000 under Grant No. 
132-Capital Outlay on Broadcasting there was a saving of 
Rs. 1,84,04,227, viz.. 47 per cent. 

325. The Secretary of the Ministry stated that over-budgeting 
had resulted because of the various delays. In one case, design for 
the construction of the permanent studios in Calcutta could not be 
finalised. In another case, land for the erection of a transmitter in 
Calcutta was not available. The C. & A. G. intervened to say that 
there had been considerable improvement in budgeting in 1958-59 
The percentage of savings in this Grant “Capital Outlay on Broad- 
casting” had come down to 18.3 in 1957-58 and 7 in 1958-59. 

Appropriation Accounts (Civil), 1957-58, Vol. X Grant No. 121 — 
Capital Outlay on Broadcasting 

326. The Committee noticed that as against the surrenders 
amounting to Rs. 63,94,000, there was a saving of Rs. 62,55,133 under 
this grant. 

327. The witness stated that there had been some unancticipated 
adjustments of arrears due to enhanced prices of equipment under 
the Colombo Plan. He assured the Committee that the progress of 
expenditure was being watched practically month to month. 

Grant No. 65 — Broadcasting 
All India Radio 

Financial Review by the Director General , A.I.R., Page 11 

328. The loss on the working of the service (excluding the Radio 
Publications) for the year 1956-57 excluding ‘Custom Revenue* 
amounted to Rs. 1,66,67,415. 

329. The Committee wanted to know the steps taken to reduce 
the losses on the working of the A.I.R. The witness stated that be- 
sides the external services, the A.I.R. had to undertake broadcast- 
ing for universities, rural areas, plan publicity, schools, etc. It 
received no payment for this from the Ministries concerned. The 
total cost of these services was about Rs. 50 lakhs a year. The re- 
maining programmes accounted for the rest of expenditure. In 
those programmes, the A.I.R. had constantly been making augmen- 
tations and improvements keeping in view the various linguistic 
areas. The number of transmitters had also been increased. In 
fact, the A.I.R. was equipped to cater to the needs of 10 to 20 million 
licence holders. But unfortunately there were only 1-6 million 
licence holders in the country at present. 
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330. To a question, he stated that he did not think that reduc- 
tion in the licence fee would result in any augmentation of reve- 
nue; on the other hand there might be a fall in it because the aug- 
mentation of the number of sets depended more upon the availabi- 
lity of electricity, cost of radio sets, etc. Therefore, Government 
were exeprimenting with the diffusion system. They were also 
considering measures whereby radio industry could be persuaded 
to introduce in the market radio sets cheap enough to be within 
the reach of the public. 

331. The Committee next drew attention to the levy of separate 
licence fee for each radio set in the same name. They wanted to 
know whether that would not discourage the people in having 
more radio sets when the Government were really anxious to en- 
courage the people to possess more and more sets. 

332. The witness stated that Government wanted more persons 
to possess sets and not persons possessing more sets. Moreover, 
persons who could afford to purchase more sets hould also pay 
more licence fee. 

333. When asked what was proposed to be done to raise the 
power of weak transmitters so as to make the programme heard all 
over a state, he stated that it depended on the availabil’ty of funds. 

334. The Committee then drew attention to the constitution oi 
the radio programme Advisory Committees for various stations. 
They were informed that those Committees were constituted in full 
consultation with the State Governments concerned. The Commit- 
tee desired the Ministry to consider the feasibility of tribal peoples' 
representation in the Programme Advisory Committees in the 
States of Assam, Bihar, Orissa and Madhya Pradesh. 

MINISTRY OF COMMUNITY DEVELOPMENT 
Appropriation Accounts (Civil), 1057-58, Volume III 

Grant No. 105 — Capital Outlay of the Ministry of Community 

Development 

335. Out of a total provision of Rs. 1,67,49,000 under this grant 
there was a saving of Rs. 1,02,06,314, viz., 60*9 per cent. 

336. It was explained to the Committee by the Secretary of the 
Ministry that the estimates proved wrong due to non-arrival oi 
equipments from U S.A. under the T.C.M. agreements and over-esti- 
mating of their costs in the first instance on the advice of foreign 
experts. 
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337. Next, the Committee had some general discussion about the 
working of the Community project schemes, viz., proportion of ex- 
penditure on administration and development, co-ordination of the 
work of various departmental agencies, cooperation of the peoples 
and their contribution in the development work. 

338. The Committee then adjourned till 14.50 hours on Thursday, 
the 3rd December, 1959. 



PROCEEDINGS OF THE THIRTY-SECOND SITTING OF THE 
PUBLIC ACCOUNTS COMMITTEE HELD ON THURSDAY, THE 

3RD DECEMBER, 1959 

339. The Committee sat from 14.30 to 17.15 hours. 
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Shri Upendranath Barman — Chairman 
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2. Shri Maneklal Maganlal Gandhi 

3. Pandit Jwala Prasad Jyotishi 

4. Shri Radha Raman 

5. Shri Rameshwar Sahu 

6. Shri T. R. Neswi 

7. Shri Raghubar Dayal Misra 

8. Shri T. Sanganna 

9. Shri Yadav Narayan Jadhav 

10. Shri Shraddhakar Supakar 

11. Shri Amolakh Chand 

12. Rajkumari Amrit Kaur 

13. Shri Rohit Manushankar Dave 

14. Shri T. R. Deogirikar 

15. Shri Surendra Mohan Ghose 

16. Shri Jaswant Singh. 

Shri A. K. Chanda, Comptroller and Auditor General of India. 

Shri A. Kalayanaraman, Deputy Comptroller & Auditor 
General of India. 

Shri P. V. R. Rao, Director of Audit , F.R.S.C.S. & M. 

Shri P. K. Sen, Director of Commercial Audit. 

Secretariat 

Shri V. Subramanian — Peputy Secretary. 

Shri Y. P. Passi — Under Secretary. 
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Witnesses 

Ministry of Rehabilitation 
Shri Dharma Vira, Secretary. 

Shri I. N. Chib. Deputy Chief Settlement Commissioner. 
Ministry of Finance ( Department of Expenditure ) 

Shri M. S. Bhatnagar, Financial Adviser. 

Ministry of Finance ( Department of Economic Affairs) 

Shri M. V. Rangachari, Special Secretary. 

Shri K. P. Mathurani, Additional Secretary. 

Shri A. G. Krishnan, Under Secretary. 

Rehabilitation Finance Administration 
Shri R. N. Hazari, Chief Administrator. 

MINISTRY OF REHABILITATION 
Irregular withdrawal of funds to avoid lapse of grant — para 34 of 
Audit Report, 1958, pages 34-35. 

340. In December, 1956, a sum of Rs. 2- 70 lakhs was sanctioned 
for payment during 1956-57 to a State Government for giving small 
loans to displaced persons having no compensation claims and living 
in urban areas. The amount was to be drawn as and when required 
for immediate payments. No money was, however, drawn by the 
State Government upto 21st March, 1957. A Directorate of the Cent- 
ral Government which had in the meanwhile taken over the work 
from the State Government, was authorised on 21st March, 1957 to 
draw the full amount for disbursement upto 30th April, 1957 subject 
to refund of the unspent balance, if any, on that date. The amount 
was drawn on 31st March, 1957 with a view obviously to avoiding 
lapse of the grant. A sum of Rs. 2,14,900 was spent during April, 
1957 but the balance of Rs. 55,100 was not refunded to Government. 
On 8th May, 1957, Government issued a sanction allowing the Direc- 
torate to utilize the balance upto 15th M*ay, 1957. A sum of Rs. 45,600 
was disbursed upto that date and two sums, viz., Rs. 4,000 and 
Rs. 5,500 comprising the balance were credited to Government on 
18th June, 1957 and 7th September, 1957 respectively. 

341. Explaining the reasons for the non-utilisation of the funds 
during the year, 1956-57, the representative of the Ministry stated 
that this work was taken over by the Ministry from the State Gov- 
ernment on the 1st February, 1957. As a large number of appli- 
cations were pending for examination, the money could not be dis- 
bursed before the close of the financial year. 
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342 . In reply to a question as to why the Directorate was authoris- 
ed to draw the full amount of Rs. 2.70 lakhs on the last day of the 
financial year in contravention of the financial rules when it could 
not be disbursed during the financial year, the representative of the 
Ministry stated, in extenuation, that as the sanction for the next year 
would have taken a number of months, the Directorate was allowed 
to draw and retain the amount with the concurrence of the Ministry 
of Finance to avoid the delay in the payment to the displaced 
persons. 

343. The Committee enquired why the Ministry of Finance con- 
curred in this proposal when it was not in accordance with the rules 
and regulations and when it was always open for them to include 
necessary provisions in the Vote on Account or to draw upon the 
Contingency Fund in case of urgent need. The representative of the 
Ministry of Finance could not give any satisfactory reply. 

344. The Committee wanted to Jjnow where this large sum of 
money was kept during this interval. The representative of the 
Ministry promised to furnish the information later as it was not 
readily available with him. 

Irregular withdrawal of funds to avoid lapse of grant — para 34(b) of 
Audn Report , 1958, page 35. 

345. A sum of Rs. 17,500 was sanctioned by Government to another 
State Government during 1951-55 lor the purpose of grant of small 
urban loans to displaced persons settk d there. Although the amount 
was to be utilised by 31st March, 1955 and the unspent balance re- 
funded to Government, th^ whole amount remained unutilised during 
1954-55 and 1955-56. It was in 1956-57 that a sum of Rs. 1,000 only 
was spent, and Rs. 13,000 was refunded to Government, leaving a 
balance of Rs. 3,500 for utilisation during 1957-58. 

346. In reply to a question as to why the amount was not sur- 
rendered by the State Government the representative of the Ministry 
stated that though the State Government were asked on the 14th 
April, 1956 to surrender the unspent balance, no reply was received 
from them. In May, 1957, however, the State Government, 
while refunding a sum of Rs. 13,000, requested the Ministry 
for retention of the balance of Rs. 3.500 for utilisation dur- 
ing 1957-58 as the amount was small and had been earmarked by 
them for payment to a particular displaced person who could not 
furnish proper security before the close of the financial year. The 
Ministry of Finance had also concurred in this. The Committee, 
were, however, informed that this amount had not yet been utilised 
bv the State Government and the Ministry had asked the State Gov- 
ernment to surrender the sum. The Committee were also informed 
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that interest on the unspent balance had been charged from the 
State Government from 1st April, 1955. 

Faridabad Development Board — Loss in the working of the Institute 

— Para 35 of Audit Report , 1958, pp. 35 — 37. 

347. The Faridabad Development Board advanced a sum of Rs. 
24 lakhs to an ‘Indian Co-operative Union* formed to organise Small 
Scale Industries, as loan during the period 1949 to 1952. It opened 
a Training Centre also. The Training Centre with its assets of 
Rs. 94,930 was taken over in March, 1950 by the Board and renamed 
a Technical Institute. Subsequently from 1st October, 1952 it was 
treated as a Commercial Department. 

The factories started by the Union were also closed down in Feb- 
ruary, 1953 and were taken over by the Board. They were run for 
a time as ‘Co-operative Industries’ but were later merged with the 
Technical Institute in July, 1954. As the Institute was running at 
a heavy loss, the Textile and the other units were disposed of in 
January, 1955 and October, 1956 respectively. The final accounts 
of the Technical Institute showed a total loss of Rs. 26: lakhs as 
on 28th February, 1959. 

348. According to Audit, the major reasons which contributed to 
the losses were that the factories were taken over in March, 1953 
from the Co-operative Union without detailed examination and the 
assets, raw materials, finished products and the waste and by products 
were transferred at the book value without proper assessment of 
their condition, market value and future use. As an instance, the 
Committee were informed that of the timber valued at Rs. 54,902, 
timber worth Rs. 27.000 being scrap wood, was taken over bv the 
Board at the rate of Rs. 13 per maund while the market rate was 
Rs. 2|8!- per maund. (The timber was stated to have been eaten 
away by white ants resulting in a loss of Rs. 40,008 on the disposal 
of the affected *imber). Lack of proper development programme and 
delay in the disposal of the idle assets also resulted in the deterio- 
ration of the assets. Neither proper accounts were maintained in 
the case of many factories, nor effective control exercised over 
them. 

349. Explaining the reasons for the non-maintenance of the 
accounts, the representative of the Ministry stated that till 1953. 
when the Board took over the factories, the accounts were in a 
chaotic condition and were being kept in a single account for all 
the units. The Board had, therefore, to reconstruct all these 
accounts for various units separately which took some time, 
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350. In reply to a question whether while granting the loan to 
the Co-operative Union, the Ministry ensured that the loan was uti- 
lised for the purpose for which it was granted and whether any 
security was taken for the loan advanced, the representative of the 
Ministry stated in extenuation that the members of the Co-opera- 
tive Union were eminent persons having experience of work in the 
social field. However, there was no representative of the Govern- 
ment on the Co-operative Union. No security was also taken from 
the Union for the loan advanced by the Government. 

351. In reply to another question, the Committee were informed 
that no enquiry was held for ascertaining the reasons for the heavy 
losses suffered by the Co-operative Union. However, it was stated 
in extenuation, that the reconstructed accounts did not disclose any 
defalcation though, it was admitted, that there had been considera- 
ble mismanagement in the Union. 

Losses in the workinq of the Diesel Engine Factory, Pages 37-38 of 

Audit Report , 1958. 

352. The Faridabad Development Board had secured about 257 
machine tools out of the German Reparation stocks which included 
almost all the equipment for a factory for the manufacture of com- 
plete diesel engines. A scheme for the manufacture of “Deutz” type 
of engines had to be given un after incurring certain unproductive 
expenditure because the foreign firm who were to participate in the 
implementation of the scheme refused to do so at a later stage as 
their Indian associate had dropped out. Later a scheme for the 
manufacture of “Herford” Diesel engines was approved in July, 
1953 for the manufacture of 600 engines per year at a total estimated 
cost of Rs. 16-42 lakhs. The cost of each engine was estimated at 
Rs. 1900 and it was expected to be sold at a profit of Rs. 500 per 
unit. 

The working results of the Factory up to 22nd May, 1955 (when 
it was sold to a private partv) showed a loss of Rs. 6*69 lakhs (in- 
cluding unproductive expenditure oh the scheme for manufacture 
of ‘Deutz’ type of engines and interest on capital at 4 % of Rs 1 -43 
lakhs). The net loss was reduced to Rs. 4T4 lakhs after adjust- 
ment of the sale proceeds. 

353. Explaining the reasons for the loss suffered by the factory, 
the representative of the Ministrv stated that although the capital 
assets of the factory had b&en sold at a profit of Rs. 2*55 lakhs the 
loss on the working of the factory amounted to Rs. 6*69 lakhs show- 
ing a net loss of about Rs. 4*14 lakhs in the whole transaction. The 
loss in the working of the factory was attributed mainly to the lack 
of trained workers resulting in lower output than anticipated. 
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354. In reply to a question the Committee were informed that 
the private firm to whom the machines had been sold were manu- 
facturing another type of engine in collaboration with some Ger- 
man firm and it expected to make profits from next year. 

Sindhu Resettlement Corporation Limited — changes in terms relat- 
ing to repayment of loans and Unauthorised utilisation of Gov- 
ernment of India loans— para 52 of Audit Report, 1958 pages 57 
58. 

355. The Central Government advanced loans amounting in all 
to Rs. 1T0 crores in instalments beginning from May, 1949 to the 
Sindhu Resettlement Corporation for constructing 4,000 houses in the 
Gandhidham Township in Kutch for displaced persons from Sind. 
A further loan of Rs. 10 lakhs was given to the Company in Septem- 
ber, 1951 for the construction of 160 two-roomed twin-cottage type 
houses. Originally these loans were met from the Consolidated Fund 
but subsequently it was decided to treat them as advances from the 
Compensation Pool for Displaced Persons. The terms of repayment 
of these loans were changed from time to time. Some of the build- 
ings had been charged to the accounts of the first loan by the Cor- 
poration although they were not covered by the conditions of the 
first loan. 

356. Giving the latest position regarding the repayment of loan 
by the Corporation, the representative of the Ministry stated that 
out of Rs. 145 lakhs in all (Rs. 120 lakhs as loan and Rs. 25 lakhs 
as interest thereon) payable by the Corporation a sum of Rs. 897 
lakhs had been received in cash from the Corporation and a sum 
of Rs. 1,18 lakhs by adjustment of compensation claims. A further 
sum of about Rs. 13 — 14 lakhs was expected to be adjusted out of 
the claims in hand. The balance of about Rs. 4-5 lakhs only was 
also expected to be realised. 

357. Explaining the reasons for the unauthorised utilisation ol 
the loans by the Corporation, the representative of the Ministry 
stated that the Corporation had utilised some funds to improve tlv> 
condition of some of its properties to increase their market valu^ 
and had constructed a few other buildings for the purpose of sale. 
The sale of all the properties in turn enabled the Corporation to 
repay the loan to the Government and, therefore, the Ministry 
ignored this irregularity in the utilisation of the loans on the part 
of the Corporation. 

Outstanding arrears of rent in respect of evacuee properties— para 
32 of Audit Report , 1959 — Page 30. 

358. The management, collection of rent and accounting thereof 
etc. of the evacuee properties w**re entrusted to custodians appointed 



under the Administration of Evacuee Property Act, 1950. The Act 
provided that any sums due as r.nt etc. to Government could be 
recovered as arrears of land revenue. Most of these properties 
were later on acquired by the Central Government under the Dis- 
placed Persons (Compensation and Rehabilitation) Act, 1954 and the 
Rules made thereunder, for the purpose of “compensation pool” and 
the remaining properties were still in the process of acquisition. 

The accounts of these properties as on 31st March, 1958 showed 
that arrears of rent amounting to about Rs. 561 *38 lakhs were due 
for recovery from the various categories of occupants (including 
Government Departments and Government Servants). 


359. The representative of the Ministry explained the reasons 
for the arrears of rent under various categories. As regards arrears 
of rent from displaced persons amounting to Rs. 293*82 lakhs on 
31st March, 1958 he stated that the amount was somewhat unreal 
because according to the decision taken by Government any dis- 
placed person who was in possession of any allotable property below 
Rs. 10,030 in value was entitled to buy that property against his 
claims if he was a claimant and on payment in suitable instalments 
if he was a non-claimant. Moreover, no rent w r ould be recoveiable 
from the purchasers of these properties from 1st October, 1955 and. 
therefore, the arrears of rent from that date onwards will have to 
be written off after final adjustment of these properties in most of 
the cases as a majority of the displaced persons — both claimants 
and non-claimants had expressed their desire to purchase these pro- 
perties. 


360. As regards arrears of rent from non-displaced persons it 
was s ated that even though the non-displaced persons of certain 
categories hart also been allowed to purchase such properties of the 
value of less than Rs. 10,000 on instalments, most of these people 
be : ng very poor were unable to purchase such properties. It was 
also stated that some of the arrears of rent outstanding against stub 
persons might have to be written off. 


361. Explaining next the difficulty in recovering arrears of rent 
due from Government servants, the witness seated that such ai rears 
could not be recovered at source from their salary bills. It was 
also not considered desirable so far to adopt the extreme reme »es 
of recovery of rent as arrears of land revenue or arrest m tie case 
of wilful default. Instructions had now, however, been ^suo v 
the Ministry to resort to such measures to recover the arrears of 
rent. The arrears of rent due from Government Departments were 
also expected to be realised. 

2012 (Aii) LS — 11 
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362. In reply to a question the Committee were informed that 
arrears of rent from untraceable occupants amounting to Rs. 78*24 
lakhs on 31st March, 1958 might also have to be written off. 

Overpayment of compensation to a Displaced Family — para 33 of 
Audit Report , 1959 — pages 30-31. 

363. Rule 19 of the Displaced Persons (Compensation and Rehabi- 
litation) Rules, 1955 as amended on 4th September 1956, provided 
that the heirs of a deceased head of an undivided Hindu family were 
to be treated as a one-member family for the payment of compen- 
sation. (They were treated as individual members of a joint family 
and could secure compensation at a higher scale before the amend- 
ment) . 

During the test audit of the compensation payments made in 
1957-58, it was noticed by Audit that one of the six heirs of the head 
of an undivided Hindu family who died in 1948, was paid compensa- 
tion in September, 1958 on the basis of higher scale admissible under 
the rule as it stood prior to the amendment of the 4th September, 
1956. This resulted in an extra payment of about Rs. 12.000 to the 
claimant. The cases of the remaining five heirs had not been finalised 
till June, 1959. 

364. Explaining the reasons for the payment of compensation ac- 
cording to the oi l rule, the representative of the Ministry stated that 
as this case had been finalised before the amended rule came into 
force, the payment had to be made according to the old rule and the 
Ministry of Law also agreed to this. It was, however, brought to 
tlr' ^o^ice of the Committee, that in a similar case where the amount 
of construction loan was calculated under the unamended rule, it 
was held by the Chief Settlement Commissioner that if more com- 
pensation became payable after the rule was amended, the final pay- 
ment should be worked out according to the amended rule even 
though loan might have been advanced earlier. The Committee 
wanted to know the reasons for this disparity. The representative 
of the Ministry who was not aware of the other case pointed out, 
promised to look into it. He agreed with the Committee that there 
should be consistency in the application of the rule. 

Sale of Stone ballast without calling tenders — Appropriation 
Accounts 1957-58 — Vol, XIV , page 9, Note 5. 

365 . To provide employment to persons living in a township built 
for Displaced Persons, Government arranged to continue from 
1951-52 the work of quarrying and breaking of stone ballast, the 
ballast costing Rs. 17 on an average per 100 eft 
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In January, 1954, a private firm offered to purchase the accumu- 
lated stocks (estimated at about 18 lakhs clt.) at Rs. 7!8| per 100 
eft. The offer to purchase the ballast was accepted in March, 1954 
(without ascertaining competitive rates) even though the ballast 
was being sold by the Township Board itself to private parties 
at Rs. 12 per 100 eft. in small lots. 

366. Explaining the reasons for selling the ballast at a low rate 
of Rs. 7/8/- per 100 eft. the representative of the Ministry stated 
that the market price of Rs. 12 per 100 eft. was only for small lots 
whereas the sale to this particular firm was in bulk for the entire 
quantity of stone ballast. No explanation was, however, forthcom- 
ing for not calling tenders in this case. 

REHABILITATION FINANCE ADMINISTRATION 

General Financial Review — para 49 of Audit Report, 1958, pages 

49—52. 

367. The total amount of debit balances against the loanees on 
account of principal and of interest upto 31st December, 1958 were 
Rs. 7,43-76 lakhs and Rs. 1,31-25 lakhs respectively which included 
Rs. 4,03-24 lakhs and Rs. 1,12-06 lakhs on account of overdue instal- 
ments of principal and interest respectively. 

368. Giving the latest position regarding the recovery of these loans, 
the representative of the Rehabilitation Finance Administration 
stated that as on 31st October, 1959, the total amount outstanding 
against the loanees on account of principal and interest was 
Rs. 6,63 lakhs and Rs. 1,19 lakhs respectively. The total provision 
for bad and doubtful debts upto 31st December, 1958 was Rs. 92 ‘58 
lakhs. However, only Rs. 584 had been written off to the end of 
June, 1959. It was further stated that the provision for bad and 
doubtful debts varied with the change in the value of the securities 
and guarantees offered against loans. 

369. Explaining the reasons for the increase in the overdue 
amounts of both principal and interest, the representative of the 
Administration stated that in the case of displaced persons from 
West Pakistan, necessary credits had not yet been passed on out of 
their compensation claims by the Ministry of Rehabilitation. In 
the case of loanees from the Eastern Region, some of the cases had 
been referred to the Collectors for recovery and were pending with 
them. 

370. In reply to a question the Committee were informed that 
the grant of the loans to displaced persons had been almost stopped 
excent in the case of loans to East Pakistan refugees, who were 
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being granted loans to the order of Rs. 20 lakhs a year. The main 
function of the Administration at present was the recovery of out- 
standing loans. 

Inadequate scrutiny of Essential Documents — para 49 of Audit 
Report — Pages 50 — 52. 

371. The Administration sanctioned a loan of Rs. 35,000 on 18th 
May, 1949 to a partnership concern lor the manufacture of handloom 
sarees. A further loan of Rs. 12,000 was sanctioned on 26th/27th 
February, 1954 out of which Rs. 11,709 were disbursed in instal- 
ments prior to 21st January, 1957. despite the adverse report from 
the Secretary, Commerce and Industries Department, West Bengal 
Government and even when the concern had committed many 
irregularities with regard to the first loan viz. spending the loan 
for personal maintenance, non-maintenance of proper accounts and 
the absence of trade licence or the yarn quota for power looms, etc. 
A sum of Rs. 53,804 including Rs. 7,751 as interest was outstanding 
against this concern on the 31st October, 1958. The borrower had 
agreed to clear up the outstanding interest by making payments at 
the rate of Rs. 1,000 per month from August, 1958 and thereafter to 
repay the loan in instalments of Rs. 500 per month. 

372. Giving the latest position regarding the recovery of the 
loan, the representative of the Administration stated that amount 
due for interest would be cleared by the end of the current month. 
The Administration had also made temporary arrangements with 
the concern for the payment of Rs. 500 per month for 6 months 
towards payment of principal. It was also stated that as this concern 
had employed about 200 displaced persons from East Pakistan, the 
Administration did not want 1.o take coercive measures. 

373. The Chairman also brought to the notice of the Secretary of 
the Ministry of Finance the undue delay (about 9 months) in the 
submission of notes on points on which the Committee desired in 
January, 1959 to be furnished with further information and pointed 
out that such delays in the submission of the notes rendered the 
work of the Committee difficult and did not help them in coming to 
correct conclusions in each case. The Secretary of the Ministry 
regretted for the delay and stated that the Ministry had taken note 
of the suggestion of the Committee for the future. 

374. The Committee, then adjotirned till 9 • 30 hours on Friday, the 

4th December, 1959 . 



PROCEEDINGS OF THE THIRTY -FOURTH SITTING OF THE 
PUBLIC ACCOUNTS COMMITTEE HELD ON FRIDAY, THE 4TH 

DECEMBER, 1959 

375. The Committee sat from 14.30 to 17.00 hours. 

PRESENT 

Shri Upendranath Barman — Chairman 
Members 

2. Shri Maneklal Maganin! Gandhi 

3. Shri Radha Raman 

4. Shri Raghubar Daval Misra 

5. Shri T. R. Neswi 

6. Shri T. Sanganna 

7. Shri Shraddhakar Supakar 

8. Shri Amolakh Chand 

9. Rajkumari Amrit Kaur 

10. Shri Rohit Manushankar Dave 

11. Shri T. R. Deogirikar 

12. Shri Surendra Mohan Ghose 

13. Shri Jaswant Singh. 

Shri A. K. Chanda, Comptroller ir Auditor General of India. 

Shri A. Kalyanaraman, Deputy Comptroller Auditor Gene- 
ral. 

Shri S. Venkataramanan, Accountant General, Central 

Revenues. 

Shri P. K. Sen, Director of Commercial Audit. 

Secretariat 

Shri V. Subramanian — Deputy Secretary. 

Shri Y. P. Passi — Under Secretary. 
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Witnesses 
Ministry of Finance 

Shri A. K. Roy, Secretary , Departments of Economic Affairs 
& Revenue. 

Department of Economic Affairs 

Shri M. V. Rangachari — Special Secretary. 

Shri A. Bakshi — Joint Secretary. 

Shri Shiv Naubh Singh — Joint Secretary . 

Department of Revenue 

Shri E. S. Krishnamoorthy — Chairman , C.B.R. 

Department of Eocpenditure 

Shri N. N. Wanchoo — Secretary. 

Shri K. L. Ghei — Joint Secretary. 

Shri Inderjit Singh — Joint Secretary . 

MINISTRY OF FINANCE (DEPARTMENT OF REVENUE) 
Audit Report (Civil), 1958 — Part — I 

Evasion of Leave Rules , Para 18, Page 17 

376. The normal rules of Government limit the leave on average 
pay in India admissible to Government servant to 4 months at a time 
(without medical certificate) and to 8 months at a time (with medical 
certificate) and the rules contemplate that before another period of 
leave on average pay could be availed of by a Government servant, 
he should have put in a reasonable period of duty. 

A Preventive Inspector of the Customs Department was granted 
leave as follows: — 


Leave on average p y 

Leave on nvcrge p y on Medic d certificate 
Leave on half average p y 

(Duty on 8 to 10-1-56 — 3 days) 

Leave On aver ge p y 

Leave on average piy on Medical certificate 
(Duty on 11-9-56— one day only) 

Leave on average pay 


Months 

8-3-55- to 7-7-55 4 

8-7-55 to 7- 1 1-55 4 

8 - ii *^>5 to 7-1-56 2 

11- r-56 to 10-5-56 4 

11- 5-56 to 10-9-56 4 

12- 9-56 to 11-1-57 4 
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The additional spells of leave on average pay were given after a 
duty of only one to three days thus violating the spirit oi the rules. 

The authority sanctioning the leave had discretion to refuse fur- 
ther leave on average pay after short spells of duty. By not exer- 
cising such discretion reasonably, it had actually allowed the 
Inspector to enjoy leave on full average pay for a total period of 20 
months, within a period of about 22 months and 4 days. This in- 
fringement of the spirit of the rules had resulted in an overpayment 
of Rs. 2,890, in leave salary, to the Inspector. 

377. It was explained to the Committee by the Secretary of the 
Ministry that leave on average pay from 11th January to 10th May, 
1956, was not applied for on the basis of a medical certificate. It 
could have been refused and as such he would not seek to justify 
grant of this leave. The Inspector was suffering from paralysis and 
although he produced a fitness certificate before joining duty on the 
8th, there was a relapse and so a compassionate view was taken. To a 
question the witness stated that the Inspector had retired from ser- 
vice and Government had issued instructions to prevent abuse of the 
leave rules. 

Guarantees given by the Central Government , Para 56, Pages 76-77. 

378. Article 292 of the Constitution extends the executive power 
of the Union to borrow upon the security of the Consolidated Fund 
of India and to give guarantees, both within such limits, if any, as 
may be fixed by Parliament by law. Parliament has not yet enacted 
any law in this connection. Nor is there any convention for obtaining 
the approval of Parliament to the guarantees given. The total amount 
covered by the guarantees given by the Government (excluding com- 
mitments for dividends and interest) came to Rs. 1,61,14,02,198 of 
which Rs. 90,71,70,200 related to guarantees on behalf of private indus- 
trial units. As these guarantees constituted a contingent liability on 
the revenues of India, it was desirable, if not necessary, to keep Par- 
liament informed of the nature and amount of the guarantees given. 

379. The Committee were informed by the Secretary of the Minis- 
try that the Government were agreeable to this suggestion and the 
Ministry of Finance would place the requisite information before 
Parliament in a consolidated statement covering all such guarantees 
given in a particular year. 

Outstanding demands of income-tax revenue , Para 57. Pages 78-79. 

380. According to Audit, outstanding arrears of income tax on 
1-4-59 stood at Rs. 293.71 crores against Rs. 287.32 crores on 1-4-1958. 



381. The Committee enquired about the reasons for these out- 
standings. The witness stated that these outstandings did not give 
a correct picture of the effective arrears. For instance, about Rs. 8 
crores were due from persons who had left India and had no assets 
behind. Similarly, there was a sum of Rs. 10 crores which if col- 
lected now, will have to be returned subsequently as double income 
tax relief. Another sum of about Rs. 6 crores was irrecoverable from 
companies which had gone into liquidation. Further, out of the 
amounts against certificates issued by the Collectors, about Rs. 27 
crores were irrecoverable as the assessees had died without leaving 
any assets. Another sum of Rs. 30 crores was under appeal which 
might bring down the effective amounts to Rs. 15 crores only. 

382. The Committee expressed concern over the magnitude of 
arrears of incorne tax. They desired to know whether Government 
were satisfied with the progress of collection. The witness stated 
that the position in this regard was not satisfactory as Government 
faced many difficulties. A large number of writ petitions, alienation 
of their assets by the assessees and dependence on Collectors in 
States for collecting arrears of Income Tax who generally accorded 
priority to collection of State revenues were some of the chief diffi- 
culties. 

383. Explaining the steps Government intended to take to speed 
up collection, the witness stated that Government had an idea of 
having a Central Revenue Recovery Act to empower Income Tax 
Officers themselves to collect the arrears. But with the present staff 
they would not be able to take up that work. The Government were, 
therefore, trying to meet the situation by taking up the matter with 
State Governments and also getting special Collectors appointed for 
the job. Efforts were also being made to settle many of the cases 
out of court in order to avoid waste of time and money. 

384. The Secretary of the Ministry stated that there were pending 
before the various courts in the country 619 writ petitions, which pro- 
vision was a new feature in the Constitution. The Committee en- 
quired whether conferment of more powers on the Income Tax 
Department would help in the work of collection of arrears. The 
Secretary observed that personally he would not advocate that the 
Income Tax Officers should be given any drastic powers. 

385. Next, the Committee enquired whether Government had an 
effective machinery to ensure that all the taxable persons were 
assessed for the purpose of income tax. The witness stated that the 
cases of the old assessees were taken up every year. About the new 
assessees, Government looked into the accounts of various transactions 
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that came their way. The Income Tax Act also required any pay- 
ment of interest on securities of over Rs. 400 to be reported to the 
Income Tax Officers. Further, under the Companies Act, the com- 
panies were under the obligation to deduct income tax on the divi- 
dends disbursed to the shareholders. Besides, the survey stall of the 
Department conducted door to door inquiries about the residents and 
their incomes. Asked about the tax evasion he stated that it might 
be about Rs. 30 crores in a year. 

DEPARTMENT OF EXPENDITURE 
Clearance of outstanding objections, Para 50, Pages 80-81. 

386. The total number of objections relating to the period upto 
31st March, 1957, outstanding in the books of the Audit Offices and 
their money value had been 1,33,483 and Rs. 78,87,10,150 respectively. 
Some of these dated back to 1945-46 and included the want of esti- 
mates/. sanctions, excess over estimates, want of detailed bills, vouch- 
ers (including stamped receipts) , want of recovery or write off, non- 
finalisation of rates, etc. The clearance of these appeared to have 
been delayed without adequate reasons or justification. Further delay 
in their settlement was likely to lead inter alia to the continuance 
of the same type of irregularities. 

387. The Committee noticed that the total number of objections 
upto 31st March, 1956 outstanding in the books of Audit Offices was 
95,997; their money value being Rs. 57,76,90,086. The Secretary of 
the Department stated that in order to improve the situation, besides 
the general instructions to the Ministries to pay special attention to 
the audit objections, a new procedure had been devised in consulta- 
tion with Audit. According to it the concerned Accountants General 
would send to the Financial Advisers in the Ministry of Finance, half- 
yearly. a list of outstanding audit objections. These Financial Advis- 
ers would hold meetings with their counterparts in the administrative 
Ministries to speed up their settlement. He hoped that the new pro- 
cedure would bring about an improvement in the situation. 

DEPARTMENT OF REVENUE 
Audit Report (Civil). 1958 — Part — I 

Abandonment of irrecoverable penalty, Para 19, Pages 17-18. 

388. A personal penalty of Rs. 2 lakhs had been imposed by a 
Customs Collector in June, 1954, on the Second Engineer of a foreign 
vessel for the attempted smuggling of 8983.94 tolas of gold valued at 
Rs. 8,22,003 from abroad. It had been stipulated that the fine should 
be paid before the vessel left the port. The Second Engineer was 
subsequently prosecuted in a Court and sentenced on 31st July, 1954 
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to pay a fine of Rs. 1,000. The Second Engineer had, however, been 
allowed to leave the country in September, 1954 in spite of the fact 
that the personal penalty imposed on him had not been paid. As the 
amount had become irrecoverable it was waived in April, 1957 by the 
Collector, under his powers. 

No action could be taken against the owners of the vessel or 
their local agents as the penalty had been imposed on the Second 
Engineer in his personal capacity; nor could the vessel be refused 
port clearance on the same ground. Provision had, however, since 
been made in the Sea Customs Act whereby a vessel constructed, 
adapted, altered or fitted for the purpose of concealing goods was 
liable to confiscation and the Master of such vessel also liable to a 
penalty not exceeding one thousand rupees. 

389. Explaining the light punishment of a fine of Rs. 1,000 awarded 
to the Second Engineer, the Secretary of the Ministry stated that 
the man had been in jail for about 2 months. He had not concealed 
any fact. The gold had been confiscated and a personal penalty of 
Rs. 2 lakhs imposed. Moreover, the customs authorities had no 
powers to stop the man from leaving the country. 

390. The Comptroller & Auditor General intervened to say that 
the Commissioner of Police, Calcutta before releasing the passport 
to the Second Engineer had written to the customs authorities about 
the matter. But the latter had no objection to the release of the pass- 
port and stated that they had no claims against the Engineer. The 
witness stated that he had no such information. 

391. The Committee next enquired about the orders under which 
the fine of Rs. 2 lakhs had been remitted. The information being 
not available readily, the witness promised to furnish a note to the 
Committee in this behalf. Asked whether the punishment in the 
case would act as a deterrent, the witness replied in the negative 
and stated that on the advice of the Ministry of Law an appeal was 
not considered necessary as that inter alia might have reopened the 
question of confiscated gold. 

DEPARTMENT OF ECONOMIC AFFAIRS 

Extra expenditure incurred due to delay in erection and installation 

of a silver refinery plant, para 20, Pages 18-19. 

392. On 27th June, 1956 an agreement had been entered into by 
Government with a firm in India for the erection and installation of 
a Silver Refinery Plant. The agreement provided for the completion 
of the work within 14 months from the date of commencement of 
work, i.e., by the end of November, 1957. But it was completed only 
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m December, 1958 and its trial tesl'ng was staled to be in progress 
in February, 1959. The delay in the completion of work had re- 
sulted in an extra expenditure of Rs. 4,34,827, which had not so far 
been regularized. 

393. It was explained by the representative of the Department 
that the target date for the completion of the civil engineering works 
by the end of October, 1955 could not be adhered to due to delay 
in the procurement of steel, correspondence with the German firm 
about the changes in the lay-out, unanticipated foundation work, 
etc. The Additional Chief Engineer, C.P.W.D. stated that in spite 
of the varous delays, the building of the plant had been completed 
on 31st July, 1956, i.e. two months before the commencement of the 
installation of the plant. It was, therefore, not correct to say that 
delay in the erection of plant was mainly due to the delay in the 
execution of certain civil engineering works. 

394. Explaining the position, the representative of the Ministry 
of Finance stated that the real delays were encountered in the erec- 
tion of the water tower outside the main building. While excavat- 
ing the soil, huge stone boulders were met with and the elimination 
of these had not been stipulated in the contract with the contractor. 
An explosion in the plant on the 27th December, 1958 had further 
delayed the commissioning of the plant. Now the testing ; n certain 
parts of the plant was complete; in other parts this work was still 
going on. But silver was being refined although the quantity refin- 
ed needed augmentation. 

395. In reply to a question, the representative of the Ministry 
stated that after all the silver had been refined, the refinery would 
be utilised for refining copper. The matter was under examination. 

Appropriation Accounts (Civil), 1957-58, Volume I. 

Grant No. 28-Customs. 

Clearance oj goods under cover of forged documents — Note 10, Page 
12 . 

396. Between March and July, 1954, a firm of Clearing Agents, 
on completion of the formalities regarding noting and classification 
of the Bills of Entry and registration and pre-audit of the Import 
Licences, had not presented these bills of Entry to the Accounts and 
the Cash department for payment of duty in the Custom House. 
While the Bills of Entry (which were presented in duplicate at the 
Customs House) were in the possession of the Clearing Agents, they 
impressed on them forged duty stamps and forged the signatures 
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of the Deputy Superintendent of the Accounts department and of 
the persons authorised to sign and destroyed the original Bills of 
Entry which had to be retained in the Custom House. 

On the strength of the duplicate Bill of Entry the Clearing 
Agents cleared the goods in 18 cases from the Port Commissioners 
shed thereby defrauding the Government of Customs revenue to 
the extent of Rs. 29,938.44. Remedial measures with a view to pre- 
venting recurrence of similar frauds had been taken by the Customs 
House. Acting on the complaint lodged by the Custom House, the 
Clearing Agents were prosecuted in February, 1955 by the Police 
but discharged for want of sufficient evidence. 

397. The Committee enquired how forging of documents by an 
individual went undetected in 18 cases. The witness stated that 
according to the orig’nal procedure, such cases could not be detect- 
ed immediately. But the procedure had since been revised. Second 
and third checks had been introduced and special staff for the pur- 
pose appointed. To a question he stated that detailed investigations 
in these cases had shown no complicity of the staff. 

Grant No. 38-MiscelIaneous Departments and other Expenditure 
under the Ministry of Finance 

Expenditure on Pay Commission , Group-head CA. (7), Note 8. Page 
137. 

398. A Commission of Enquiry into the structure of the emolu- 
ments of the Central Government employees had been set up with 
effect from 1st September, 1957. No funds had been specifically pro- 
vided to cover this expenditure in the budget. An expenditure of 
Rs. 2.17 lakhs had been incurred during 1957-58 and met by reap- 
propriation within the grant. Audit held the view that the appoint- 
ment of the Commission constituted a “New Instrument of Service” 
and funds, therefore, should have been provided by a supplemen- 
tary token vote of Parliament. On the other hand, Government 
had expressed the view that the setting up of this Pay Commission 
was not a case of “New Service ,, since that was not the first Pay 
Commission set up by Government and expenditure involved was 
also not large and that it was not necessary to obtain a specific sup- 
plementary or token grant from Parliament. 

399. In evidence, the representative of the Ministry agreed with 
the view that the expenditure on the Pay Commission constituted a 
“New Instrument of Service” but was not sure whether the ex- 
penditure of about Rs. 2 lakhs was large enough to require specific 
approval of Parliament. The Secretary of the Ministry stated that 
he was in agreement with the views of the Comptroller & Auditor 
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General and in such cases Government would come before Parlia- 
ment for prior sanction in future. 

Grant No. 35-Mint 

Loss due to shortage of metal in a Mint , Note 6 Pages 108-109. 

400. Consequent on the detection in June, 1954 of a theft of cup- 
ronickel worth Its. 60/- committed by a subordinate custodian of 
stores, the entire stock of cupro-nickel in the Department was sub- 
jected to physical verification and a shortage of 7808.7 tolas worth 
Rs. 545 was detected. The official suspected of theft was dismissed 
from Government service and prosecuted but was acquitted by the 
Court. His subsequent application for re'nstatement ‘n his post 
was rejected by the High Court. The loss was recovered from the 
Principal Custodian of the stores in September, 1954. 

In October, 1954, on receipt of certain information, physical 
verification of the stock of nickel brass was conducted and 1,57,001 
tolas of the metal worth Rs. 6,454 wore found short. The loss was 
finally written off by Government in January, 1959 or the ground 
that the responsibility could not be squarely fixed on any one. 
Audit had stressed the need of a cent per cent, physical verifica- 
tion of stores by an agency independent of the superior Executive 
Officer incharge of stores. 

401 The Committee inquired why responsibility for the loss 
couM not be fixed. The witness stated that senior officers bad been 
deputed to make a special enquirv into it. But they had not been 
able to fix individual responsibility on any one. The security 
measures had, how^v'r. been {/ghtonod up s lice then. The rides; 
for checking up of stores were under finalisation in consultation 
with Audit. He assured the Commi'.too that verification of Stores 
at the Mint would be carried out regularly. 

Excesses over Charged Appropriations. 

402. The following were the three cases of Excesses Over Charg- 
ed Appropriations in the Grants of the Ministry of Finance during 
1957-58. 

(1) 28 — Customs — Excess Rs. 1027. 

(2) 30 — Taxes on Income including Corporation Tax and 

Estate Duty — Excess Rs. 5255. 

(3) Interest on Debt and other obligations and reduction or 

avoidance of Debt — Excess Rs. 1,21,43,472. 

On the 27th August, 1959, the Ministry of Finance were Inter 
alia addressed to furnish the Committee with notes stating the 
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reasons leading to these excesses and why these could not be anti- 
cipated and provided for. A note setting forth the requisite informa- 
tion in respect of S. No. (3) above was received on 12-11-59. Where- 
as the notes relating to the other two Grants were still awaited in 
spite of the reminder issued on 28th October, 1959. 

The Committee were critical of the inordinate delay on the part 
of the Ministry of Finance in the submission of these notes. The 
representative of the Ministry promised to furnish these notes with- 
out any further delay. 

Outstanding Recommendations 

Para 195 of Seventh Report ( Second Lok Sabha ) — Commercialisation 

of the accounts of A.I.R. 

403. The Public Accounts Committee (1957-58) had desired that 
the outcome of the review by the Economy Unit may be expedited 
and reported to them. 

Explaining the latest position, the Ministry of Information and 
Broadcasting had stated that the Special Reorganisation Unit would 
take about one year more to complete the study of staff position of 
the A.I.R. 

When asked about it, the Committee were informed by the Joint 
Secretary (Economy) that the work would be completed within a 
period of 6 to 9 months. 

404. The Committee then adjourned till 10.00 hours on Saturday, 
the 5th December, 1959. 



PROCEEDINGS OF THE THIRTY-FIFTH SITTING OF THE 
PUBLIC ACCOUNTS COMMITTEE HELD ON SATURDAY, THE 

5TH DECEMBER, 1959 


405. The Committee sat from 10.00 to 12.45 hours. 

PRESENT 

Shri Upendranath Barman — Chairman 
Members 

2. Shri Maneklal Maganlal Gandhi 

3. Shri Shamrao Vishnu Parulekar 

4. Shri Radha Raman 

5. Shri T. R. Neswi 

6. Shri Raghubar Dayal Misra 

7. Shri T. Sanganna 

8. Shri Shraddhakar Supakar 

9. Shri Amolakh Chand 

10. Rajkumari Amrit Kaur 

11. Shri Rohit Manushankar Dave 

12. Shri T. R. Deogirikar 

13. Shri Surendra Mohan Ghose 

14. Shri Jaswant Singh. 

Shri A. K. Chanda— Comptroller & Auditor General of India. 

Shri A. Kalyanaraman — Dy. Comptroller & Auditor General. 

Shfi S. Venkataramanan — Accountant General, Central Re- 
venues. 

Shri P. K. Sen — Director of Commercial Audit. 

Secretariat 

Shri V. Subramanian — Deputy Secretary. 

Shri Y. P. Passi — Under Secretary. 
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Witnesses 

Ministry of Education 
Shri K. G. Saiyidain — Secretary. 

Shri K. R. Ramachandran — Dy. Secretary . 

Shri A. C. Bose — Financial Adviser 
Shri Prem Narain — Dy. Financial Adviser . 

Ministry of Scientific Research & Cultural Affairs 
Shri A. K. Ghosh — Joint Secretary . 

Shri P. M. Sundaram — Secretary , Council of Scientific and 
Industrial Research and ex-officio Joint Secretary . 

Shri A. V. Venkateswaran — Financial Adviser. 

Ministry of Health 

Shri V. K. B. Pillai — Secretary. 

Col. Jaswant Singh — Director General , Health Services. 

Dr. M. S. Chaddha — Dy. Director General , Health Sennets. 
Shri S. Vohra — Financial Adviser. 

Ministry of Irrigation and Power 

Shri T. Sivasankar — Secretary. 

Shri P. P. Agarwal — Joint Secretary. 

Shri M. Hayath — Chairman , Central Water and Power Com- 
mission. 

Shri M. S. Thirumale Iyengar— Chief Engineer , Hirakvd Dam 
Project. 

Ministry of Works , Housing and Supply 
Shri V. N. Raj an — Director General , Supplies & Disposals. 

Ministry of Finance (Dcptt, of Economic Affairs) 

Shri A. R. Shirali — Addl Budget Officer. 

MINISTRY OF EDUCATION 
Audit Report (Civil), 1958 

Drawal of funds against letters of credit — Para 20 (a) . pages 19-20. 

406. According to Audit, the Ministry of Education had been 
allowed to draw funds, since 1949-50, against letters of credit lor 
expenditure on various schemes, subject to detailed accounts in 
respect of such withdrawals being submitted to Audit monthly. Tn 
contravention of the orders in nearly all cases, consolidated accounts 
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for the total amount drawn were renderd by the Ministry long after 
the completion of the schemes. Out of the total amount of Rs. 57.91 
lakhs drawn during the years 1955-56, 1956-57 and 1957-58, accounts 
for amounts aggregating Rs. 45.56 lakhs were outstanding upto the 
end of 1957-58. " 

407. Acquainting the Committee with the background of the case, 
the representative of the Ministry of Education stated that the funds 
in question were made over to the Directorate of National Cadet 
Corps (Ministry of Defence) for organising A.C.C. Camps in various 
parts of the count) y. The delay in the submission of accounts was 
occasioned by the fact that the accounts of the Directorate had to 
pass through a number of channels before finalisation. In reply to 
a question, he admitted that there* had been lack of adequate 
vigilance* on the pail of the Ministry of Education as well m the 
initial stages. Bui, he added, as a result of the efforts made by the 
Ministry of late, the position had considerably improved. Quoting 
the figures, he stated that out of the outstanding accounts of Rs. 40*85 
lakhs which pertained to the Ministry of Education- -the 
balance of Rs. 4.71 lakhs pertaining to the Ministry of Scientific 
Research and Cultural Affairs — accounts for about Rs. 34 lakhs had 
since been finalised. 

408. When asked as to win the procedure of making payments 
through letters of credit was adopted in the case of the N.C.C. 
Directorate, he stall'd that it was at the strong insistence of the 
Directorate who did not agree to any other procedure. He, however, 
added that the question of the discontinuance of this procedure 
was under consideration of the Ministry of Finance who were in 
touch with the Controller of Defence Accounts in this connection. 

409. Refei ring to the A.G.C.R's letter dated the 14th February, 
1959 where in it had been suggested that the number of drawing 
officers should be reduced and the accounting work concentrated 
in a/ ^smaller number of gazetted officials for making payments 
through endorsed contingency bills rather than by cheques, the 
Committee desired to know whether these suggestions were being 
implemented. The representative of the Ministry stated that there 
was only one drawing officer at present in the Ministry. 

Drawal of Advances — Para 20(b), pages 20-21. 

410. The audit sub-para disclosed that during the years 1955-56 
to 1957-58, advances aggregating Rs. 8.73 lakhs were drawn on simple 
receipt forms by the Ministry of Education for meeting expenditure 
on various counts, but detailed accounts with vouchers for Rs. 4.12 
2012 (Aii) LS — 12 
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lakhs only had been rendered to audit to the end of August, 1958. 
Of the accounting arrears, those for Rs. 2*92 lakhs pertained to the 
Ministry of Education and those for Rs. 169 lakhs to the Ministry 
of Scientific Research and Cultural Affairs. 

411. In his evidence, the representative of the Ministry stated that 
the advances in question were drawn for organising (i) coaching 
camps and other sports activities, and (ii) training camps for 
headmasters of secondary schools. The funds had been drawn on 
simple receipt forms for the sake of convenience. He, however, 
added that this practice was being discouraged and only in those 
cases where some expenditure had to be unavoidably incurred at 
the spot, small sums of money were allowed to be drawn in this 
manner. In reply to a question, he stated that more than 50 V< of the 
accounting arrears pertaining to the Ministry of Education had since 
been cleared. 


Budgeting and Control over Expenditure 

Savings over Voted Grants — Appropriation Accounts (Civil), 1956-57 
— Vol. V and Appropriation Accounts (Civil), 1957-58, Vol. V. 

412. There were large savings in the Grants of the Ministry during 
both the years 1956-57 and 1957-58. They were particularly large in 
the former year in the case of Grants under the heads ‘Others Scien- 
tific Departments’, ‘Miscellaneous Departments and expenditure under 
the Ministry of Education’ and ‘Capital Outlay of the Ministry of Edu- 
catin’, being as high as 44 per cent. 45 per cent and 78 per cent, of the 
respective final Grants. 

413. The Committee desired to know the reasons for these savings. 
The representative of the Ministry ascribed them to the inability of 
State Governments to utilise the grants sanctioned by the Centre, 
which were generally matching grants. When asked whether it was 
due to the fact that the Centrally-sponsored schemes were generally 
brought forward in the closing part of the financial year with the 
result that the State Governments, when approached, failed to find 
the requisite matching funds, the representative of the Ministry 
stated that it was very much so in the First Five Year Plan and the 
first year of the Second Five Year Plan. To obviate this, however, 
he added, the number of new Centrally-sponsored schemes had been 
considerably reduced and it had also been decided with the concur- 
rence of Planning Commission that in case of such schemes, the con- 
tribution of the Centre should be 100 per cent. This, coupled with 
some other measures taken by the Ministry in this regard, had re- 
sulted in remarkable improvement in budgeting. 
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414. The Committee then enquired about the reasons for a saving 
of Rs. 1,36,272 out of the final provision of Rs. 3,69,000 under Grant 
No. 20 — sub-head E-6 — Government Scholarships for Advance Studies 
Abroad during 1956-57. The representative of the Ministry promised 
to furnish a note. 

Appropriation Accounts (Civil), 1956-57— Vol. V, page 1, Note 3 — 

Overpayment made to two officers. 

415. In this case, a sum of Rs. 28,663 was overdrawn by two 
officers for the period 26th January, 1950 to 31st October, 1955 as 
their pay on re-employment under Government was not reduced by 
the amount of pension drawn by them from the Jammu & Kashmir 
State Government on the commencement of the Constitution. The 
recovery of the amount was waived by Government in April, 1956 to 
avoid hardship to the officers. 

416. Explaining the circumstances in which the overpayment was 
made, the representative of the Ministry stated that one of the officers 
was employed in .1948, and the other in 1952. Their pay at the time 
of their appointment was fixed without reference to the pensions 
drawn by them from the State Revenues, as the Jammu and Kash- 
mir State was a Part B State to which the Rules applicable to Part A 
States did not apply. Later on, however, a decision was taken in 
Oct., 1955 that this rule would apply to Part ‘B’ States also with 
retrospective effect. As this would have resulted in great hardship 
to the two officers employed long back, it was decided in consultation 
with the Ministry of Finance and the C. & A.G. to write off the over- 
payments. 

417. When asked whether there were still any officers in the Minis- 
try of Education whose salaries were not reduced by the amount of 
the pension drawn by them, the representative of the Ministry admitt- 
ed that there were a few more such cases. 

■Overpayment of fees under the Central State Scholarships scheme.— 
Appropriation Accounts, 1957-58 — Vol. V. page 32 Nole 10. 

418. According to Audit, overpayments to the extent of Rs. 13,816 
-were made to Indian students studying abroad up to November, 1958 
due to the erroneous application of the rules in regard to grant of 
scholarships. 

419 Giving a background of the case, the representative of the 
Ministry stated that the term ‘fees’ was originally meant by the Minis- 
try as ‘tuition fees’ only and later extended to cover ‘examination 
■fees’ also The Indian Embassy at Washington, however, found that 
•some Universities in the U.S.A. were levying, besides tuition and 
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examination fees, some other charges such as medical, insurance,, 
library charges, etc., which, though not technically called ‘fees’, were 
in the nature of compulsory charges on the students. On a refer- 
ence being made by that Embassy to the Ministry whether the term 
‘fees’ was to include these compulsory charges also, the Ministry of 
Education agreed to the wider interpretation of the term which was 
quite in accord with the intentions of the Rules. 

MINISTRY OF SCIENTIFIC RESEARCH & CULTURAL AFFAIRS 

*Ai'oidable loss due to belated release of requisitioned laud — Audit 

Report , 159 — Para 34, page 31. 

420. On 10th May, 1944 Government requisitioned a plot el‘ land 
for constructing temporary quarters for the duration of War and six 
months thereafter (z.e. upto 30th September, 1946) on an annual 
rental of Rs. 5.021 for the first year and Rs. 4,745 thereafter. In 
1945-46. 9 blocks of quarters were constructed on the land for certain 
Military personnel at a cost of Rs. 86,970. 

The lease was continued upto September, 1953 when it was decided 
to release the land and it was handed over to the C.P.W.D. on the 
31st October. 1953 for relinquishment. The vacant quarters together 
with certain other materials were sold in March, 1955 for Rs. 7,350 
but the land was actually released to the owner only in January, 
1956. This resulted in an avoidable expenditure of Rs. 10,280 on land 
rent and Rs. 3,668 on the pay of chowkidars for the period Novembe r. 
1953 to December. 1955. 

421. Explaining the circumstances which resulted in delay in the 
release of the requisitioned land, the D.G.S. & D. stated that auction 
of structures and other materials on the land scheduled to be held in 
October. 1954 had to be postponed to November, 1954 due to delay in 
the receipt of survey report. Then there was default on the part of 
the purchaser in not having deposited the earnest money in full which 
resulted in the cancellation of the sale. The second auction 
was held in March, 1955. In this case though the earnest money 
was paid within the prescribed time-limit, the site was not cleared 
within the prescribed period. The earnest money in the former case 
was forfeited and similar action in the latter case also was under 
examination in consultation with the Ministry of Law. In reply to- 
a question, he admitted that the Directorate General of Supplies and' 
'Disposals was not well-equipped to dispose of buildings, etc. 

*Thc para was also disc ussed at the sitting oi the Committee held on 8-12-1959- 
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Budgeting and Control Over Expenditure — Appropi'iation Accounts — 

(Civil), 1956-57 — Vol. XV and Appropriation Accounts (Civil). 
1957-58 — Vol, V. 

422. There were large savings in the Grants of the Ministry during 
the years 1956-57 and 1957-58. The savings were particularly large in 
the case of Grants under the heads ‘Botanical Survey’ and ‘Zoological 
Survey*, being 36 per cent and 61 per cent of the respective final 
grants during the year 1956-57 and 35 per cent and 49 per cent of the 
final grants during 1957-58. 

423. The representative of the Ministry attributed the savings to 
delay in taking up projects under the Second Five Year Plan. When 
asked whether the details of these projects had been fully worked 
out before they were included in the budget, the representative of 
the Ministry stated that only the outline plan had been approved by 
the Planning Commission. 

Excess over Voted Grant 

Grant No 15— Survey of India— Page. 11 of Audit Report. 1959— Part I 
and jxiges 6-8 of Appropriation Accounts . 1957-58 — Vol. V. 

424. There was an excess of Rs. 2,96,550 under ‘Grant No. 15-Sur- 
vev of India’ during the year 1957-58. 

425. The Committee desired to know as to why it had not been 
possible for the Ministry to furnish the requisite information called 
for by them on the 27th August, 1959, followed by a reminder dated 
the 28th October, 1959. The Committee were informed lhat a note 
was sent to audit for vetting sometime back who referred it back to 
the Ministry with certain queries. It had now again been sent to 
Audit. 

MINISTRY OF HEALTH 

Audit Report, 1958 

All India Institute of Medical Sciences — Delay in framing the Rides 
and Regulations— Para 30(A) C (B) . pages 28-29. 

426. The All India Institute of Medical Sciences Act came into force 
•on 15th November, 1956 from which date the Institute was declared 
to be a corporate body. Prior to that, the Institute functioned as a 
Department of Government. The Rules and Regulations of the Insti- 
tute were, however, enforced long thereafter, the former with effect 
from 1st April, 1958 and the latter, from 15th October, 1958. Between 
the period 15.11.56 and 31.3.58, the Institute, inter alia, created 107 
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temporary posts and made appointments thereto. According to the 
views of the Ministry of Law, the Institute was not entitled to do so 
without first framing the Ragulations. 

427 The explanation of the representative of the Ministry for 
delay in the promulgation of the Rules was that the Institute took 
e long time in framing the draft Rules whereafter they were submitted 
to the Ministry of Health for approval. The Ministry took some time 
in examining the draft Rules and then referred them to the Ministry 
of Law. After that, there was some correspondence which also con- 
tributed to delay. 

428. The Committee enquired when the draft Rules were first 
submitted by the Institute to the Ministry for approval, and how much 
time was consumed in each subsequent stage including the time taken 
by the Ministry of Health in vetting the draft Rules. They also 
desired to know as to who was charged with the responsibility oi. 
framing the Rules— the Ministry or the Institute and also whether, 
as contended by the Institute, the framing of the Rules was a pre- 
requisite to the framing of the Regulations. The representative of the 
Ministry promised to furnish a detailed note" 1 on the subject. 

Payment of non-practising allowance *0 other than Medical Person- 
nel — Para 30(C), page 29. 

429. Three of the teaching posts in the Institute were filled by 
non-medical personnel and they were allowed compensatory allow- 
ance in lieu of private practice which had been sanctioned for the 
posts without any restriction that they should be drawn only by 
incumbents having medical qualifications. Subsequently Government 
issued orders discontinuing with effect fxom 1st August, 1957, the 
payment of compensatory allowance in lieu of private practice to 
non-medical personnel in the Institute including those already 
appointed. Again Government issued revised orders on the 13th 
March, 1958 permitting the continued drawal of the allowance by 
the non-medical personnel already appointed. The expenditure on 
this account amounted to Rs. 10,800 per annum. 

430. Justifying the grant of non-practising allowance to the three 
non-medical personnel referred to in the Audit sub-para, the repre- 
sentative of the Ministry stated that it was in accordance with their 
terms of appointment. When asked whether the original decision 
of the Ministry under which all employees holding teaching posts 
in the Institute were entitled for the allowance was taken with the 
concurrence of the Ministry of Finance, the reply was in the affir- 
mative. In reply to another question it was admitted that basis of 
the original decision was indefensible. 

♦Since received. Not printed. 
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Absence of coordination in Building Project of the Institute — Para i 

30(D), pages 29-30. 

431. The main building was scheduled for commencement in 
1954-55 and for completion by 1958-59. This programme could not, 
however, be adhered to. The construction of the residential quar- 
ters for the staff, students and nurses, however, proceeded more 
or less according to schedule. By June, 1958 out of 856 residential 
quarters available for occupation, 586 were surplus to require- 
ments, 468 quarters had been allotted to non-institute employees 
and 118 remained vacant. 

432. The Committee enquired why the construction of residential 
quarters was not so phased as not to overstep the requirements 
therefor. The explanation of the representative of the Ministry 
was that they aimed to provide residential accommodation to every 
Member of the staff in the vicinity of the Institute, as and when he 
was appointed. In reply to a question he stated that all except 
three or four quarters had since been allotted. 

Property not handed over to the Institute and , outstanding Bent 

and Water Charges — Para 30 (E) , Page 30. 

433. Buildings constructed by Government for the Institute at 
a cost of about Rs. 127 lakhs were not formally transferred to it, 
even though it became a body corporate on 15th November, 1956. 
All the buildings, however, were being utilised by the Institute 
and treated as their property except 142 buildings. 

In respect of these buildings, a total amount of Rs. 39,121 was 
outstanding on account of rent and water charges for the years 
1956-57 and 1957-58 as per the books of the Institute. 

434. Indicating the latest position, the representative of the 
Ministry stated that all the buildings referred to in the Audit sub- 
para except three or four quarters had since been transferred to 
the Institute. As regards the outstanding rent and water charges, 
he stated that most of these had since been realised. 

Audi! Report (Civil) 1959. 

Infructuous expenditure on hire of trucks — Para 28, Pages 26-27. 

435. A Department of the erstwhile Delhi State GovermriHnt 
purchased two truck chassis at Rs. 14,250 each in March, 1954 
through the Central Purchase Organisation to be used for the re- 
moval of refuse etc. from the colonies of Displaced Persons in Delhi. 
The construction of the truck bodies (estimated to cost Rs. 2,836 
each) was entrusted to the above Organisation in August, 1954 but 
the work was completed only in February, 1956. The delay was 
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stated to be due to non-fulfilment of certain formalities which had 
to be observed by the Central Purchase Organisation. 

Meanwhile the Department incurred an expenditure of 
Rs. 12,045 on hire charges of two scavenging trucks at the rate of 
Rs. 900 p.m. each (excluding petrol) for the periods 1st February, 
1955 to 31st May, 1955 and 26th April, 1955 to 18th February, 1956. 

Further, although the Department was aware as early as in 
June, 1955 that it would require only one truck, no action was 
taken to countermand the order for the second truck body with 
the result that one completed truck remained idle till June, 1958, 
when it was made over to the Delhi Municipal Corporation for 
Ks. 12,377. The loss on this sale to the Department was Rs. 6,759* 00. 

436. In extenuation, the Secretary. Ministry of Health stated that 
this case occurred when Delhi was a Part ‘C State having a duly- 
constituted Government of its own responsible to the Legislature. 
Though it was true that the erstwhile Delhi Government were re- 
quired to obtain the sanction of the Central Government in respect 
of certain financial matters, the latter did not, usually, exercise 
its power of scrutiny in such a way as to interfere with the day-to- 
day administration of the then Delhi Government. 

Avoidable payment of interest charges — para 29, pages 27-28. 

437. The erstwhile Delhi State Government acquired in Janu- 
ary, 1950 for the extension of a hospital, a piece of land standing 
in the Revenue records in the name of an evacuee. No compen- 
sation was awarded by the Land Acquisition Officer on the under- 
standing that the land, being evacuee property, no compensation 
was assessable in accordance with the Inter-Dominion Agree- 
ment of July, 1949. Subsequently it was decided by Government 
that the Land Acquisition Act should apply to evacuee properties 
also. On 14th April, 1953 an Indian National filed an application 
claiming the ownership of the land by virtue of a registered sale 
deed dated 12th June, 1946. Thereupon, in April, 1954, the Land 
Acquisition Officer gave a supplementary award for Rs. 2,12,728 
comprising Rs. 1,68,832 on account of compensation and Rs. 43,896 
on account of interest. The amount could not, however, be paid 
for want of provision of funds till September, 1957 when Govern- 
ment issued a revised sanction for Rs. 2,46,494 which included a 
sum of Rs. 77,662 as interest for the period from January, 1950 to 
September, 1957. 

438. The representative of the Ministry admitted that this case 
had been badly handled and the Government put to unnecessary 
loss. As to the action taken against the officials concerned, he stat- 
ed that severe warning had been administered to two clerks. In 
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regard to the land Acquisition Officer, he stated that according to 
.the views of the Delhi Administration, he was not to blame. 

Budgeting and Control over expenditure 

Appropriation Accounts (Civil), 1956-57 — Vo l. VIII and Appropria- 
tion Accounts ( Civil ), 1957-58 — Vol. VIII. 

439. Explaining the reasons for large savings in the Grants of 
the Ministry under the heads ‘Medical Services’, ‘Public Health' 
/and ‘Capital Outlay of the Ministry of Health’ during 1956-57, the 
representative of the Ministry stated that there was in the first ins- 
tance* considerable delay at the Centre in settling the pattern of 
assistance to State Governments i' or executing the Centrally-spon- 
sored scheme's. And. in some eases, where the pattern of assistance 
was communicated to the State Governments, they took a long 
time in submitting their schemes. 

Waiver of recover y — Appropriation Accounts (Civil), 1956-57 — 

Vol. VUL page 34, Grant No. 49— Note 6. 

440. In this cast', rent free accommodation was allotted to certain 
employees of an Institute, during periods between 1942 and 1952 
by the then Director, who had apparently no authority to do so. 
The Government waived the recovery of Ks. 3085 representing out- 
standing rent from these employees after the free concessions were 
withdrawn by Government. 

441. Justifying the waiver of the recovery, the representative of 
the Ministry stated that the Government did not want to cause un- 
due hardship to the employees whose occupation of the houses on a 
rent-free basis was bona fide. Dealing with the delay in taking the 
final decision, he stated that it was due to the correspondence that 
transpired between the Ministry of Health, Ministry of Finance and 
the Director of the Institute. When asked as to why the then 
Director of the Institute had exceeded his authority in this case, 
the representative of the Ministry felt it to be an error of judgment 
on his part. 

Audit Comments on the Financial Results of the Central Research 

Institute , Kasauli for the year 1957-58 —Appropriation Accounts. 

1957-58 page 34 and, paras 106 and 107 of the 18 sth Report of the 

PA.C. (Second Lok Sabha) . 

442. Referring to the recommendations of the Committee (1958- 
59) contained in para 107 of their 18th Report (Second Lok Sabha). 
the Committee inquired what progress had been made in the intro- 
duction of commercial accounting in the Institute. They were in- 
formed that the matter had been finalised in consultation with the 
Ministry of Finance. 



443. The Committee then referred to the outstanding amounting, 
to Rs. 2,72,007 as on 31-3-1958 (including those relating to the years 
1953-54 to 1956-57) and desired to know the present position in re- 
gard to their clearance. It was stated that about 90% of the out- 
standings had since been cleared. 

Cinchona Cultivation Scheme — Appropriation Accounts , 1957-58 

page 45 — Note 10. 

444. The Committee asked for the reasons for delay in the pre- 
paration of the final accounts of the Scheme. The representative 
of the Ministry stated that the Central Government did not directly 
deal with the cultivation of Cinchona; they did so through the 
agency of the State Governments concerned. Another factor which 
had contributed to delay was that adjustments in accounts had to 
be made by two A.Gs. 

445. When asked about the future of cinchona cultivation, he 
stated that it was very depressing. There was about Rs. 90 lakhs 
worth of cinchona without any market, and, so the Government 
were thinking of distributing it free in the country. In reply to 
another question, he stated that the area under cinchona cultiva- 
tion was being gradually diminished and efforts were being made to 
cultivate Indian medicinal plants instead. The only consideration 
why it was not being immediately stopped by the States (Madras & 
Bengal) was that it would result in the sudden displacement of 
large labour population. 

Financial Review of the Medical Store Depots and Factories — - 

Appropriation Accounts, 1957-58 page 55 — Item VII ( Vol. VIII). 

446. The Committee enquired about the present position regard- 
ing the recovery of large outstandings against Government and 
non-Government institutions which on the 30th September, 1958 
stood at about Rs. 28 lakhs. They were informed that oustand- 
ings amounting to only Rs. 7 lakhs remained to be realised, and these 
too, mostly from State Governments. 

447. The Committee then referred to the question of the closure 
of Medical Store Depots and enquired as to what decision had been 
taken in this connection. The representative of the Ministry stat- 
ed that the matter was under consideration of the Mudaliar Com- 
mittee. 


MINISTRY OF IRRIGATION AND POWER 

Injructuous expenditure due to change in design — Audit Report 
(Civil), 1959 — Part 1 — para 31, pages 29-30. 

448. While commenting upon the abandonment in 1951 of the 
Navigation-cum-power Channel and the Subsidiary Dam of the 



Hirakud Dam Project, the Public Accounts Committee in para 43 
of their 6th Report (First Lok Sabha) expressed the view that the 
original scheme of the Subsidiary Dam was technically and econo- 
mically unsound. In a statement placed on the table of the Lok 
Sabha. in December, 1953, it was, however, contended that the 
scheme was technically sound and the expenditure incurred on the 
Subsidiary Dam could not be said to be nugatory as the work bad 
only been postponed and not abandoned altogether. 

When work on the scheme was resumed in 1956, a revised de- 
sign was prepared which omitted the construction of the Subsi- 
diary Dam altogether. Due to this change in design, out of expen- 
diture of Rs. 37 lakhs already incurred on the Subsidiary Dam, 
at least an amount of Rs. 21 ‘55 lakhs approximately (including 
an amount of Rs. 675 lakhs paid as compensation for trees, houses 
and tanks) spent on the embankment of the Subsidiary Dam had 
become wholly infruetuous. 

449. Explaining the circumstances of the abandonment of the 
Subsidiary Dam, the representative of the Ministry stated that 
according to the original design, the construction of the Subsidiary 
Dam was considered necessary as it was intended to complete the 
Power House at Chiplima before the main Dam at Hirakud was 
constructed. After, however, the main Dam at Hirakud had been 
completed, the necessity for the construction of the subsidiary 
Dam at Chiplima disappeared. The then Chief Engineer, Hirakud 
Dam Project submitted a revised design, omitting the Subsidiary 
Dam, which was to cost Rs. 167 lakhs less than the original design. 
After considering the pros and cons of both the designs, Govern- 
ment came to the conclusion that the new design was more econo- 
mical than the original one even after making an allowance for 
the infruetuous expenditure of Rs. 22 lakhs. 

450 It was pointed by the C. & A.G. that despite the dropping 
of the Subsidiary Dam, the original estimates of Rs. 1152 lakhs had 
gone up to Rs. 1432 lakhs according to the latest estimates of the 
revised design. The representative of the Ministry attributed it 
to the rise in labour wages cost of materials etc. 

451. In reply to a question as to whether the Central Govern* 
ment or the Orissa Government would bear the liability of the 
infruetuous expenditure the C. & A.G. pointed out that in the exe- 
cuting of the Hirakud Dam Project the Central Government had 
merely acted as the agent of the Orissa Government and, so the 
whole liability was to be borne by the latter Government. The re- 
presentative of the Ministry expressed agreement with this view. 



452. In regard to the future management of the Project, the re- 
presentative of the Ministry stated that the Orissa, Government had 
agreed to take it over with effect from the 1st April, 1960. 

Budgeting and Control over expenditure 

Savings over Voted Grants — Appropriation Accounts (Civil), 1957- 
58-VT>7. XA pp. 3 and 8. 

453. During the year 1957-58, out of the final provision of 
Rs. 1,60,33,000 under the head ‘Multi-purpose River Schemes', there 
was a saving of Rs. 62,41,129. Similarly, in the case of another grant 
of the Ministry, viz. ‘Miscellaneous Departments and other expendi- 
ture under the Ministry of Irrigation and Power', there was a saving 
of Rs. 20,96,289 out of the final provision of Rs. 98,08,000. 

454. According to the representative of the Ministry, the saving in 
the former case was due to transfer of two investigation projects to 
the administrative control of the Bombay Government, non-receipt 
of debits from other departments and non-adjustments in respect of 
material, equipment etc. received under the T.C.A. programme. The 
saving in the latter case was due to reduction of grant-in-aid to the 
Bharat Sewak Samaj and of the provision for fundamental and basic 
research. 

455. The Committee then adjourned till 14.30 hours on Monday , the 

1th December # 1959. 



PROCEEDINGS OF THE THIRTY-EIGHTH SITTING OF THE 
PUBLIC ACCOUNTS COMMITTEE HELD ON MONDAY, THE: 
7TH DECEMBER, 1959. 

456. The Committee sat from 14.30 hours to 17.00 hours. 

PRESENT 

Shri Upendranath Barman — Chairman. 

Members 

2. Shri Maneklal Maganlal Gandhi 

3. Shri Shamrao Vishnu Parulekar 

4. Pandit Jvvala Prasad Jyotishi 

5. Shri Radha Raman 

6. Shri Rameshwar Sahu 

7. Shri T. R. Neswi 

8. Shri Raghubar Dayal Misra 

9. Shri T. Sanganna 

10. Shri Shraddhakar Supakar 

11. Shri Rohit Manushankar Dave 

12. Shri T. R. Deogirikar 

13. Shri Surendra Mohan Chose 

14. Shri Jaswant Singh 

15. Shn S. Venkataraimm. 

Shri A. K. Chanda — Comptroller and Auditor General of India . 
Shri A. Kalyanaraman, — Dy. Comptroller and Auditor General. 

Shri S. Venkataramanan — Accountant General , Central Reve- 
n ues . 

Shri P. V. R. Rao, Director of Audit . F.R.S.C.S. & M. 

Secretariat 

Shri V. Subramanian — Deputy Secretary. 

Shri Y. P. Passi — Under Secretary. 

Witnesses 

Ministry of Works , Housing and Supply 
Shri M. R. Sachdev — Secretary. 
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Shri A. S. Naik — Joint Secretary . 

Shri S. Vohra — Financial Adviser . 

Shri V. N. Rajan— D.G.S. & D. 

Shri N. G. Dewan — Chief Engineer , C.P.W.D. 

Ministry of Finance 
Shri A. G. Krishnan — Under Secretary. 

MINISTRY OF WORKS, HOUSING AND SUPPLY 

Unauthorised alteration in specification — Para 42 of Audit Report , 
1958. 

457. An agreement for road work entered into with a contractor in 
April, 1953 included an item of light chipping carpet using 6 lbs. of 
bitumen per eft of grit. The first payment for this item of work was 
made in the 4th running account bill (in June 1953) in accordance 
with the approved specification, but in the subsequent bills the bitu- 
men used was shown as 5 lbs. per cubic fit. of grit without any corres- 
ponding reduction in the rate. A departmental investigation estab- 
lished that unauthorised alterations were made in the documents 
sometime between the 4th and 5th running bills which resulted in an 
overpayment of Rs. 16,000 to the contractor. 

458. In evidence, the Secretary to the Ministry of Works, Housing 
and Supply stated that a detailed enquiry was conducted into this 
case by a senior officer of the Ministry, which disclosed that six 
officers had made deliberate attempts to alter Government records. 
Suitable disciplinary action was being taken against the delinquent 
'Officers in consultation with the U.P.S.C. 

Delay in adjustment of a contractor’s account — Para 43 of Audit 
Report, 1958. 

459. A contractor entered into an agreement for construction of 
•quarters at the tendered cost of Rs. 12,65,700, the work to be com- 
pleted by the 31st August, 1945. He commenced the work in Janu- 
ary, 1945 but abandoned it unfinished in August, 1945 after having 
drawn, on running bills, a total payment of Rs. 10,10,705. He had also 
been issued large quantities of material for which recoveries were to 
be made. The Department got the remaining work completed through 
sub-contractors, to whom the work had been sublet by the main con- 
tractor after paying a sum of Rs. 1,26,548 (ex-gratia and on behalf of 
the defaulter). After making necessary adjustments on account of 
damages, cost of stores supplied and payments to sub-contractors the 
/Department prepared a final bill according to which an amount of 
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JRs. 4,08,278 was recoverable from the contractors. This was not 
accepted by the contractor. On the other hand he claimed higher 
rates for certain items cf work done by him and the matter was re- 
ferred at his instance to arbitration, despite the advice tendered by 
the Ministry of Law that Government should not agree to arbitra- 
tion as the claims of the contractor were time-barred. 

460. The Committee desired to know how payments on running 
bilis were made to the contractor without recovering the cost of stores 
issued to him. In extenuation the representative of the Ministry of 
Works, Housing and Supply explained that the transfer entries in 
respect of the material issued to the contractor were not put up 
promtly by the issuing authorities to the Divisional Officers for 
adjustment in the contractors ledger accounts. Thus the exact 
amounts to be recovered from the contractor on account of material 
issued to him were not known to the officer making payments to him. 
It was further stated that the transactions related to the War period 
when the rules were not strictly followed. The officers in charge of 
the work had since gone over to Pakistan. 

461 . With regard to the reference of the case to arbitration despite 
the' advice of Ministry of Law, the witness stated that under the terms 
of the contract the contractor was entitled to approach the Superin- 
tending Engineer of the Circle for arbitration on matters cf dispute 
and Government could not forbid him from doing so. The arbitrator 
had since referred the case to a Court of Law to decide whether as 
alleged by Government, the claims of the contractor were time-bar- 
red. 

462. Explaining the payments made by the Department to the sub- 
contractors the representative of the Ministry of W.H. & S. stated 
after the work was abandoned by the main contractor it was got com- 
pleted by the sub-contractors, for which payments had to be made 
to them. However, these payments were made with the consent of 
the main contractor with a view to their being adjusted in the latter's 
final bill. 

•Chief Technical Examiner's Organisation — para 44 of Audit Report , 
1958 and para 51 of Audit Report , 1959. 

463. Following suggestions made by the Public Accounts Com- 
'mittee Government decided in May 1957 to introduce a system of 
■concurrent administrative and technical review of P.W. transactions 
by an expert Chief Technical Examiner. The paragraphs in the Audit 
Heports cited above enumerated the various irregularities etc. point- 
ed out by the C.T.E. in the reports submitted by him during the period 
July, 1957 to 31st December, 1958. 
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464. In evidence, the C.T.E. described the procedure regarding 
selection of cases (bills, contracts, works etc.) and their examination 
by his organisation. He did not review all the P.W. transactions but 
only made a test check (about 10 per cent.) of all the cases. In about 
75 per cent of the cases so reviewed by him he was able to discover 
either major or minor defects, which were communicated to the de- 
partments concerned for rectification. As far as possible, these de- 
fects were remedied by the departments before the completion of 
works; but in cases where due to the advanced stage of construction 
etc. the defects could not be remedied, an assessment of the over- 
payment was made by him and passed on to the departments to effect 
recoveries. During the two years the C.T.E. had assessed ovei pay- 
ments to the extent of Rs. 19 lakhs out of which items amounting to 
Rs. 8 lakhs had since been accepted by the Departments and recover- 
ies were being effected from the contractors. The remaining cases 
were? still under correspondence. The C.T.E. stated that initially he 
sent his objections to the Executive Engineers concerned and in cases 
of disagreement at that level he approached the higher authorities 
viz. the Superintending Engineer, Chief Engineer, etc. The Secretary 
to the Ministry of W.H. & S. stated that in case of difference of 
opinion between the C.T.E. and the Departmental officers, the 
views of the former generally prevailed. The C. & A.G. pointed out 
that the practice followed by the C.T.E. to make references to 
officers at various levels was not correct. In his opinion, once the 
C.T.E. had communicated his objections it should be the duty of the 
Departments concerned to obtain the views of the highest authority 
at their end in cases of disagreement before communicating the 
same to the C.T.E. 

465. One of the irregularities pointed out by the C.T.E. in his reports 
(referred to in para 44 of Audit Report 1958) was the acceptance 
of unworkable tenders. In one case estimated to cost about 
Rs. 1,11,040 Government awarded the contract at the tendered 
amount of Rs. 73,554 while the approximate cost of the material 
issued and recoverable from the contrator plus roller hire charges 
amounted to Rs. 76,560. The Committee desired to know whether 
the work was completed by the same contactor and the final cost 
involved thereon. The representative of the Ministry promised to 
furnish a written statement to the Committee. 

Unproductive expenditure — para 45 of Audit Report , 1958. 

466. In May, 1943 Government took over for war purposes por- 
tions of a Jute Mill compound along with some adjoining plots of 
land, at an annual rent of Rs. 1,500 and constructed thereon cer- 
tain temporary structures. The land became surplus to require- 
ments in 1951 but was released only in January, 1957. This delajr 
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involved an expenditure on land rent of Rs. 9,136 upto 31st March, 
1957. Government also paid a compensation of Rs. 24,113 to the 
owner for not restoring the land to its original condition. 

467. The D.G.S. & D. admitted that there was some delay in the 
demarcation of the lands which was completed in December, 1952 
as the Land Acquisition Collector had to obtain old records. There- 
after, efforts were made to sell the structures built on the land to 
the Municipality; but they were not successful because of certain 
disputes having arisen in the transaction. Subsequently, time was 
taken in negotiations with the landowners regarding the quantum 
of compensation payable to them for restoring the land to its original 
condition as well as in evicting the refugees from a part of the land 
which they had occupied unauthorisedly. The D.G.S. & D. stated 
that while the Jute Mills demanded Rs. 90,000 by way of compen- 
sation they were successfully persuaded to accept a lesser amount 
(Rs. 24,113). 

lnfructuous expenditure — para 46 of Audit Report 1958. 

468. In April, 1948 on the closure of a labour camp materials 
worth Rs. 19,828 were found unserviceable. A survey report was 
prepared in 1949 but was subsequently misplaced. A fresh survey 
report was prepared in February 1952. It was sanctioned in Sep- 
tember, 1954 by the competent authority after two years and half. 
The materials were auctioned in January 1955 for Rs. 260 only. 
Meanwhile, the department also incurred expenditure on watch 
and ward amounting to Rs. 12,331. 

469. In evidence, the Secretary to the Ministry of W.H. & S. admit- 
ted that the case was not handled properly at different stages result- 
ing in delay in the disposal of the surplus stores. The survey re- 
port, which was prepared in 1949 was submitted to the Superin- 
tending Engineer who returned it with certain comments. There- 
after the report was not traceable. No enquiry was, however, insti- 
tuted about the loss of the survey report. 

Avoidable expenditure on the disposal of furniture — para 47 of 
Audit Report , 1958. 

470. Furniture of the book value of Rs. 1,98,446 manufactured in 
1942-43 and used in offices and Government quarters during the war 
was issued again to certain government residential buildings. When 
Government decided to demolish these buildings the surplus fur- 
niture valued at Rs. 1,59,378 was withdrawn between August, 1955 
and December, 1956. The articles were stored in an open C.P.W.D. 
yard in April, 1957 and later transferred to a shed in July, 1957 
2012 (Aii) LS — 13 
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entailing an expenditure of Rs. 4,655 on the shifting. A further 
expenditure of Rs. 1,432 was incurred up to August 1957 when the 
major part of the furniture was auctioned for a sum of Rs. 8,728. 
The remaining unserviceable furniture (of the book value of 
Rs. 39,086) was handed over to a Government Housing factory in 
March 1958. 

471. In extenuation, the Secretary to the Ministry stated that the 
cost of furniture (Rs. 1,59,378) quoted in the Audit Report represent- 
ed its original book value. It was purchased in 1942-43 and its depre- 
ciated value would come to a much lesser amount. In fact the 
articles which were auctioned were absolutely unserviceable. The 
Committee suggested that Government might examine the question 
of fixing suitable life for the articles of furniture and introduce the 
system of writing down their book value from year to year. 

Loss of revenue due to defective planning of works — para 40 of 
Audit Report, 1959. 

472. Certain residential units built by the C.P.W.D. at a station 
remained vacant for long periods owing to delay in the provision 
of ancillary services like sanitary installations, water supply and 
electricity supply arrangements. In some cases the buildings were 
not handed over to the agency responsible for their allotment even 
after the essential services had been provided. The Audit Report 
quoted three instances of such delays. In one case the buildings 
were complete in all respects (including sanitary installations) by 
11-5-1955; but were actually handed over to the authorities for occu- 
pation in December, 1956. 

473. The Chief Engineer, C.P.W.D. explained that there were 
certain items like provision of external services, (laying of sewe- 
rage, water supply lines, supply of electric connections, etc) which 
were not taken into account in the statement incorporated in the 
Audit Report. The work on these services was generally taken up 
only after the completion of the buildings. Thus the buildings in 
question were completely ready for occupation only on 24th July, 
1956. The Secretary to the Ministry further explained that in the 
provision of electric connections laying of sewerage, water supply, 
etc. the C.P.W.D. had to depend on the municipal authorities, who 
had their own difficulties, like availability of cables, time taken in 
laying of lines, etc. On the Committee’s pointing out that works 
for installation of external services were taken up only on comple- 
tion of the buildings, the Secretary stated that instructions had 
since been issued for taking up both types of works simultaneously. 



Irregular sale of Government material — para 41 of Audit Report 1959. 

474. In May 1951, a C.P.W. Division acquired 86 - 9 tons of mild 
steel sheets from Disposals at Rs. 90/6/6 per ton (i.e., 20% of the 
authorised price) on the condition that the material would not be 
resold within two years. Nevertheless, 79.878 tons of sheets, which 
were initially hired out to three contractors, were sold in 1952 to them 
at Rs. 120 per ton. The controlled price for new sheets at the time 
was Rs. 463.79 np. The loss on the sales to contractors was thus in 
the neighbourhood of Rs. 30,000. 

475. The representative of the Ministry stated that the steel sheets 
were given on hire and later sold to the contractors by the Executive 
Engineer of the C.P.W.D. on the site under the orders of the Board of 
Governors of the Indian Institute of Technology, which was an 
autonomous body. He, however, admitted that as the material 
belonged to the C.P.W.D., the officer should have exercised his 
discretion in the matter instead of merely acting on the advice of 
the Institute. Efforts were now being made to recover a further 
amount from the contractors concerned towards the cost of the steel 
sheets. 

Avoidable extra expenditure in the purchase of Copper Weld Wire — 
para 42 of Audit Report, 1959. 

476. A Central Purchase Organisatioin invited tenders for the 
supply of 65 tons of copper weld wires to the P & T Department. 
The If vest acceptable offer was from firm ‘A’ at Rs. 6,485 per ton for 
the imported stores. Another firm ‘B’ which was to import the 
copper weld bars to be fabricated locally into wire offered it at Rs. 
7,599 per ton. A contract for 29 tons of wire was placed on firm ‘B’ 
in preference to the lower offer of firm ‘A’ involving extra expenditure 
of Rs. 32,306 and the contract for the balance quantity was placed 
on firm ‘A’. After completion of the supplies firm ‘A’ claimed an 
extra amount on account of variation in the price of copper and an 
extra amount of Rs. 18,818 was paid. The firm ‘B’ also claimed an 
increase but subsequently withdrew the claim. The price allowed 
to firm *6’ was thus more than that paid to firm ‘A’ by about Rs. 
13,488 (on 29 tons). 

477. In evidence, the D.G.S. & D. gave the following reasons for 
placing the order for supply of copper weld wire on firm ‘B’ in pre- 
ference to the lower offer: — 

(i) The value of imported material in the case of firm ‘A’ was 
much more (71 per cent) as compared to firm ‘B’ (only 
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46 per cent). (At the time of placing the order, how- 
ever, the Department was under the impression that 
the difference in the indigenous element between the 
two firms was only 5 to 10 per cent). 

(ii) Firm ‘B’ had already imported copper weld bars and they 

were able to deliver the wire much earlier than firm ‘A*. 

(iii) At the time of placing the orders on the firms the Depart- 

ment was given to understand that the import of raw 
material was not subject to customs duty. 

Loss due to non-observance of rules — para 43 of Audit Report, 1959. 

478. A Central Purchase Organisation placed an order on a firm 
for the supply of stores, which involved an extra payment of Rs. 32,850 
(as compared with the lowest acceptable offer) to ensure earlier 
delivery. The contract included a special penalty clause stating that 
in case of failure to supply the stores by 31st March, 1955, the con- 
tractor would be liable to refund to Govemnu nt the difference bet- 
ween the contract rate and that of the lowest acceptable offer. The 
firm while acknowledging the receipt of the contract order expressed 
disagreement with this provision. The firm failed to supply these 
stores by the stipulated date but no penalty could be imposed in view 
of the fact that the purchase organisation had failed to get a prior 
assurance from the firm regarding earlier delivery by a definite date, 
while agreeing to the higher price. 

479. In evidence, the D.G.S. & D. stated that the inclusion of the 
price preference clause in the contract was not justified. The lowest 
offer had been received from a firm with which Government had 
suspended their dealings. The penalty clause was, therefore, neither 
legally enforceable nor realistic in this case. As a result of their ex- 
perience in this case the D.G.S. & D. had issued instructions to all 
purchase officers to exercise their discretion with greater care in in- 
corporating price preference clauses In contracts. 

480. The Committee then adjourned to meet again at 9.30 hour* 
on Tuesday, the 8 th December, 1959. 



PROCEEDINGS OF THE FORTIETH SITTING OF THE PUBLIC 
ACCOUNTS COMMITTEE HELD ON TUESDAY, THE 8TH DECEM- 
BER, 1959. 

481. The Committee sat from 14.30 to 17.05 hours. 

PRESENT 

Shri Upendranath Barman— Chairman 
Members 

2. Shri Maneklal Maganlal Gandhi 

3. Pandit Jwala Prasad Jyotishi 

4. Shri Shamrao Vishnu Parulekar 

5. Shri Radha Raman 

6. Shri T. R. Neswi 

7. Shri Raghubar Dayal Misra 

8. Shri T. Sanganna 

9. Shri Yadav Narayan Jadhav 

10. Shri Shraddhakar Supakar 

11. Shri Amolakh Chand 

12. Shri Rohit Manushankar Dave 

13. Shri T. R. Deogirikar 

14. Shri Surendra Mohan Ghose 

15. Shri Jaswant Singh 

16. Shri S. Venkataraman. 

Shri A. K. Chanda, Comptroller & Auditor General of India. 

Shri A. Kalyanaraman, Dy. Comptroller & Auditor General. 

Shri S. Venkataramanan, Accountant General, Central Re- 
venues. 

Shri P. V. R. Rao, Director of Audit, F.R.S.C.S. & M. 
Secretariat 

Shri V. Subramanian — Deputy Secretary. 

Shri Y. P. Passi — Under Secretary. 



Witnesses 

Ministry of Works, Housing and Supply 

Shri M. R. Sachdev — Secretary. 

Shri S. Vohra — Financial Adviser. 

Shri V. N. Raj an — Director General of Supplies & Disposals. 

Shri N. G. Dewan — Chief Engineer, C.P.W.D. 

Shri C. Bolasubramaniam — Director of Estates. 

Ministry of Defence 

Shri S. V. Sampath — Deputy Secretary. 

Ministry of Finance 

Shri A. R. Shirali — Additional Budget Officer. 

Loss due to belated release of requisitioned land — para 48 of Audit 
Report, 1958. 

482. Certain plots of land requisitioned by Government in 1943 for 
defence purposes on a rent of Rs. 2171 per month were proposed for 
derequisition, in January, 1949. But, meanwhile, as the Ministry of 
W.H. & S was also considering a proposal to construct clerks’ quarters 
in that locality the final decision to derequisition the land was taken 
in October, 1949. The derequisition order in the case of one land- 
lord was issued only on 1st February 1950. The plots were eventually 
released and possession restored to the various owners on different 
dates between 3rd February, 1950 and 1st January, 1952. The main 
landlord was paid a sum of Rs. 1,72,489 by way of compensation for 
loss of rent and other damages. Government were also put to a loss 
of Rs. 29,400 on account of rent and Rs. 10,000 on account of restoration 
charges for the period February 1949 to December, 1951. 

483. In evidence, the Secretary to the Ministry of W.H. & S. stated 
that there was a dispute with the land owners about the rent payable 
for a plot of land, which had been acquired separately under the 
orders of the Collector for the MES and later formed part of the 
area acquired under the Defence of India Rules. On settlement of 
this dispute, the amount of periodical compensation (rent) payable 
for the plots acquired for defence purposes was determined and in- 
cluded in the final compensation (Rs. 1.72 lakhs) paid to the landlord. 
The time lag between the decision to derequisition the land in Feb- 
ruary 1949 and its actual restoration to land owners in January 1952 
Was attributed to (i) enquiries made about the rightful owners of 
the plots of land and (ii) eviction of refugees from a part of the land 
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which they had occupied unauthorisedly, which took some time. It 
was, how.ever, admitted that there was some delay in handling this 
case. 

484. On being pointed out that the owners of the plots of land from 
whom these were requisitioned should have been known to the Gov- 
ernment from the very beginning the witness could give no satis- 
factory explanation. 

485. From the records before them it appeared to the Committee 
that the land remained unutilised with the defence authorities since 
its acquisition in 1943 till 1949. The Secretary to the Ministry of 
W.H., & S., however, informed them that the area was occupied by 
the Army Transport Company and certain temporary structures had 
also been built thereon by the C.P.W.D. on behalf of the Transport. 
Company. The structures were later demolished by the landlord and 
a sum of Rs. 5,000 was recovered from him by Government towards 
the cost of dismantled materials. The Committee asked the repre- 
sentative of the Ministry of Defence to furnish a note stating the 
purpose for which the land was requisitioned and how it was actually 
utilised. 

Irregular payment of sales tax — para 44 of Audit Report, 1959. 

486. Four contracts cn two firms were placed during March-April 
1948 for the supply of cables for the P. &. T. Department. The tenders 
did not specifically indicate payment of sales tax to the tenders in 
addition to the price of stores. Provision for the tax was, however, 
made in two contracts suo moto by the purchase officer while in the 
other two it was made subsequently at the instance of the suppliers 
The provision for the payment of sales tax in all the four contracts 
was, however, cancelled subsequently on 22nd October, 1949 and 3rd 
November, 1949 when it came to the notice of the officer that it was 
not in conformity with the provisions of the law or departmental 
instructions. The suppliers, however, did not agree to this and an 
amount of Rs. 47,971 had to be ultimately paid to them. 

487. The D.G.S. & D. admitted that it was a mistake on the part of 
the purchase officer to have made provision for sales tax in all the 
cases. He, however, pointed out that subsequent rulings given by the 
Supreme Court in 1955 in certain other cases had clearly established 
that the seller possessed a right to recover sales tax from the pur- 
chaser even in cases where the tender did not make specific mention 
regarding payment of sales tax. 

Avoidable payment to a contractor — para 45 of Audit Report, 1959. 

488. A contractor could not construct a building within the sti- 
pulated date (May 1948) and a penalty of Rs. 11.700 was recovered 
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from him on this account. Subsequently in May, 1953 the contrator 
filed a suit in a High Court for payment of a further sum of Rs. 4- 33 
lakhs on account of (i) increase in the cost of construction due to rise 
in prices (ii) value of materials looted by rioters and stolen and (iii) 
extra items of work done by him. The High Court appointed an ar- 
bitrator who awarded a sum of Rs. 66,000 in favour of the contractor 
on 1st and 3rd claims rejecting the second. The Department 
received a notice from the High Court on 24th December, 1956 that 
the judgment on the award would be pronounced on 28th January, 
1957. That Department consulted the Ministry of Law on 23rd 
January, 1957. The Ministry of Law advised on 24th January, 1957 
that while the award of Rs. 6,000 in respect of the third item could not 
be questioned the payment of Rs. 60,000 against the first item was not 
consistent with the terms of the contract and an objection should be 
filed in respect thereof in the Law court. No objection petition could 
be filed as the date for making such an application (23rd January, 
1957) had expired. As a result of this delay Government had to pay 
a sum of Rs. 60,000 together with interest of Rs. 198 to the contractor 

489. In evidence, the Secretary to the Ministry of W.H. & S., stated 
that in this case the delay occurred mainly due to the negligence on 
the part of the staff of the Executive Engineer’s office which had 
been censured on this account. He also felt that the Superintending 
Engineer and the Executive Engineer concerned were also to be 
blamed for not taking prompt action in this case. The Ministry would 
take suitable action against them. 

Loss due to failure to follow the prescribed procedure — para 46 of 
Audit Report, 1959. 

490. An order was placed on a firm by the D.G.S. & D. for the 
supply of five types of sheathed cables. 18 days after the placing 
of contract the indentor intimated that the two of the five types were 
not required. The Purchase Organisation accordingly cancelled the 
orders for the two types without obtaining prior consent of the 
supplying firm, which protested against the cancellation and claimed 
Rs. 45,000, as compensation. The case went to arbitration and the 
arbitrator awarded a sum of Rs. 6,039 to the firm as compensation 
plus Rs. 350 as cost of legal proceedings. The Purchase Organisa- 
tion also did not inform the indentor of the financial repercussions 
of the cancellation of the order. The latter stated in October, 1955 
that had he been informed of the financial repercussions involved he 
would have made alternative arrangements to keep the contract 
alive. 

491. In evidence, the D.G.S. & D. stated that although the 
Purchase Officer did not strictly follow the prescribed procedure, 



he was aware of the fact that the tirm had taken no steps towards 
the execution of the contract in respect of these items. The firm 
had not even opened a letter of credit for the import of the stores. 
The Ministry was, however, not happy with the arbitrator’s award 
in this case. There were two persons nominated to arbitrate in 
this case and the Government’s nominee himself gave an award 
against Government. However, in the absence of any proof of mala 
fide against the arbitrator (Government’s nominee) no action could 
be taken against him. As a result of their experience in such cases, 
Government had revised the procedure for reference of cases to 
arbitration. The agreements now provide for a single arbitrator, 
who holds the status of a District and Sessions Judge and works 
under the Ministry of Law. In cases where private parties do not 
agree to such an arbitration, cases are referred to Courts of Law. 


Loss due to failure to effect risk purchase within the prescribed 

period — para 47 of Audit Report. 1959. 

492. The D.G.S. & D. placed a contract with a firm for the supply 
of teak logs by the 1st February, 1954 which date was extended to 
15th March, 1954. As a result of the inability expressed by the firm 
on 17th March 1954, to execute the order, the contract was cancelled 
on the 6th September, 1954 at the risk and expense of the firm. 
Tenders were invited for repurchase in January, 1955 and a contract 
at an extra cost of Rs. 25,375 was placed on 24th March, 1955. that is 
more than a year after the firm had expressed its inability to supply 
the logs. As the repurchase was not done within six months of the 
breach of contract the extra cost could not be recovered, but only a 
sum of Rs. 8,500 representing the difference between the contract 
price and the price prevailing nearabout the date of breach of con- 
tract was recovered from the firm. 

493. In evidence, the D.G.S. & D. admitted that there had been a 
lapse on the part of the Assistant dealing with the case to take time- 
ly action in the matter. At that time the Timber Section was over- 
burdened with the work of purchases. Also the file on the subject 
was not available from April to June, 1954, having been referred to 
another office. The D.G.S. & D. had, therefore, taken a lenient view 
of the matter at the time of awarding punishment to the Assistant 
concerned and only his ‘grave displeasure’ was communicated to him. 
He stated further that instructions had been issued for the main- 
tenance of purchase registers by all purchase officers in respect of 
cases falling within their financial powers to keep them in touch with 
the day to day progress of the execution of the orders. 
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Loss due to discrepancy between the terms of the Tender enquiry 
and the contract— Para 48 of Audit Report, 1959. 

494. An overseas mission issued telegraphic tender enquires for 
the supply of cargoes for foodgrains stipulating that the discharge 
expenses would be borne by the buyer. The standard contract form, 
provided that such expenses (crane hire charges) would be borne 
by the suppliers. Four out of the five firms on whom orders were 
placed, accepted the terms in the standard contract but one asked for 
the deletion of the provision relating to payment of crane hire 
charges. It was stated in the Audit para that while one firm had 
paid the charges in full and another in part, the remaining firms had 
not paid these expenses. 

495. The Secretary to the Ministry of W.H. & S., informed the Com- 
mittee that as a result of further negotiations they had been success- 
ful in recovering from the Companies 79 per cent of the entire ex- 
penses incurred on crane hire charges by Government. 

Over-payments to Oil Companies — Para 49 of Audit Report, 1959. 

496. A contract entered into with a company for the supply oi 
axle-oil stipulated inter-alia that the prices were based on the 
then prevailing rate of import duty and sea freight rates from U.S.A. 
to Calcutta and that an increase or decrease in these items would be 
to the buyer’s account. The firm asked for an increase over the 
contract rates for supplies commencing from 1st March, 1951 and 
20th September, 1951, on this account, which were readily accepted 
without due verification. On being pointed out by Audit in April. 
1953 that the increased rates should have been made applicable to 
the supplies made from stocks imported after the increase in the 
rates of customs duty /freight, Government decided in May, 1957 to 
recover, a sum of Rs. 2,23,210 from the Oil Company. The firm 
however, took the matter to arbitration and filed counter claims for 
Rs. 12 lakhs (approximately) . 

497. In extenuation the D.G.S. & D. attributed the delay (four 
years) in coming to a final decision in the matter of claiming the 
extra payment from the Company to the collection of information 
from the direct demanding officers who were operating the running 
contract with the oil company and were spread all over India. The 
matter was still pending with the arbitrator as the other party (Oil 
Company) had not paid its share of the arbitration fee Similar 
reviews were also being conducted in respect of P.O.L. contracts 
which had been entered into with other companies and which con- 
tained similar provisions for price variation. 



197 

Loss o/ revenue due to non-maintenance of accounts records — Para 
50 of Audit Report, 1959. 

49b. After partition a large number of Government buildings 
went into unauthorised occupation of displaced persons. The regis- 
ters showing the assessment and recovery of rent in respect of such 
ouildings vacated by unauthorised occupants before 31st December 
1950, were not maintained despite orders having been issued by 
Government in September, 1949. The registers were ultimately 
opened and made available to Audit in April, 1952. Even then no 
regular assessment of rents was made with the result that balances 
recoverable from the occupants could not be worked out. 

499. The Director of Estates informed the Committee that from 
whatever information he could collect from the files he had made an 
assessment of the rents recoverable in respect of these buildings 
Out of a total arrears of rent of about Rs. 14 lakhs recoverable from 
the displaced persons about Rs. 9 lakhs had been recovered. The 
amount of rent relating to buildings which were vacated by unautho- 
rised occupants before 31st December, 1950, and which could not be 
recovered was about 2'9 lakhs. Efforts were being made to recover 
the balance. 

Avoidable extra expenditure incurred in purchase of Teak planks — 

Para 52 of Audit Report, 1959. 

500. A Central Purchase Organisation placed a contract on a firm 
for supply of teak planks by 30th April, 1951. The firm tendered 
the stores for inspection on 20th April, 1951 but the Inspector refu- 
sed to carry out the inspection as he had received neither the 
advance acceptance of tender nor the contract copy. On 11th May. 
1951 the Inspector called for a copy of the contract but actually got 
one on 16th June, 1951 (the original having been wrongly des- 
patched on 16th May, 1951). Meanwhile the delivery period of the 
contract was extended upto 31st August, 1951 to which the firm did 
not agree. Government repurchased the same material from another 
firm at an extra cost of Rs. 24,700. 

501. In evidence, the D.G.S. & D. informed the Committee that 
suitable disciplinary action was being taken against the Section 
Officer for his failure to send an advance copy of the acceptance of 
tender to the Inspector concerned. 

Delay in supply of “Purchase order files” to audit — Para 63 of Audit 
Report , 1959. 

502. Under a mutually accepted procedure all selected Purchase 
Order files” of the Central Purchase Organisation have to be made 
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available to audit within three days of requisition. The Audit para 
indicated the number of cases involving great delays in complying 
with such requisitions or in answering the audit queries relating 
to purchase orders. 

503. The D.G.S. & D. claimed that as a result of subsequent ins- 
tructions issued by him, the position had improved substantially. 

Appropriation Accounts (Civil), 1957-58, Vol XVII , Note 4, page 10, 
Delay in enforcing recoil cry from a defaulter. 

504. On 15th October, 1952 a contract placed on a firm was can- 
celled owing to its inability to supply the stores. The stores were 
repurchased at an extra cost of Rs. 5,165. As the defaulting firm 
failed to pay the penalty and subsequently repudicated its liability 
to make such payment the case was referred to arbitration in 
September, 1957, which was still not finalised. 

505. The Secretory to the Ministry of W.H. & S., stated that res- 
ponsibility had been fixed for the delay in handling this case and the 
officials were being suitably punished. 

Shortage of Government money — Note 20, page 24, Appropriation 
Accounts (Civil). 1957-58, Vol XVU . 

506. A special inspection of the records of an Estate Office in 
April, 1954 disclosed a shortage of Rs. 3,871 and a temporary mis- 
appropriation of Rs. 4,226 from out of rent realised during the period 
October, 1951 to April, 1954. Criminal cases had been filed against 
the ex-cashier and ex-estate manager. The ex-cashier had since filed 
an appeal against the orders of the lower court. 

507. In evidence, the Director of Estates stated that the system of 
accounting by which money received by the clerk was transmitted 
to the Estate Manager’s office had been tightened up and periodical 
checks were exercised to obviate the recurrence of such cases. 

508. The Committee then adjourned to meet again at 14.30 hours 
on Monday , the 14 th December , 1959. 
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4. Shri T. R. Neswi 
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Shri S. Venkataramanan, Accountant General, Central 
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Witnesses 

Ministry of Home Affairs 

Shri B. N. Jha, Secretary. 

Shri V. Viswanathan, Special Secretary. 

Shri Hari Sharma, Additional Secretary. 


199 



200 


Shri R. R. Bahl, Joint Secretary. 

Shri A. D. Pandn, Cinef Commissioner, Delhi. 

Ministry of Labour & Employment 
Shri P. M. Menon, Secretary. 

Ministry of Finance ( Department of Expenditure) 

Shri T. P. Chatterjee — Deputy Financial Adviser. 

Ministry of Finance ( Department of Economic Affairs ) 

Shri A. G. Krishnan, Under Secretary. 

MINISTRY OF HOME AFFAIRS 
Audit Report (Civil), 1958 — Part I 

Overpayment to Stevedoring Labour — para 31, pages 30-31. 

510. The Andamans and Nicobar Administration had requested 
Government sanction in June, 1947 for the issue of free snacks and 
tea costing approximately annas 0-2-0 per head per diem to certain 
stevedoring gangs working in two shifts. In the Government sanc- 
tion dated 2nd September, 1947, the rate had, however, been men- 
tioned as 12 annas due to a typographical error. Rectification of the 
error had not been sought because it escaped detection through 
failure to compare the sanction with the proposal made. On the 
basis of this sanction, the Administration had provided the amenity 
at cost higher than that it had proposed itself and also had extended 
that to single-shift stevedoring gangs. That resulted in an extra 
expenditure of Rs. 11,465 in the case of double shifts and an un- 
authorised expenditure of Rs. 40,020 on single shift. 

Government had ordered in August, 1956, an investigation into the 
irregular expenditure but meanwhile issued ex-post-facto sanction* 
in August, 1956 and June, 1957 to regularise the above unauthorised 
and excess payments. The results of the investigation ordered by 
Government were awaited. 

511. Explaining the circumstances under which the mistake had 
occurred, the Secretary of the Ministry stated that the Administration 
had asked for Government sanction at the rate of annas 0-2-0 per 
head per diem for tea, besides free food to the labourers as their 
wages were considered low, having regard to the amount and nature 
of work. In the Ministry, the dealing officer wrote in his own hand 
0-2-0 per head per diem. But the typist typed 0-12-0 instead and the 
mistake was not detected. The Administration understood the 
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sanction to cover both free tea as well as food to double shift labour- 
ers. While he admitted that the Administration was at fault to 
a certain extent in not having sought clarification, he urged that the 
remoteness of the place and difficulties in communication should not 
be overlooked. 

512. As regards fixation of responsibility for the mistake, he 
stated that the typist was no longer in the Ministry. The dealing 
officers in the Administration had also retired. The Administration 
had, however, explained that even after taking into account the 
extra payment, the labour proved cheaper than that available in 
Madras and Calcutta for similar work. 

Non-provision for the audit of the accounts of the Statistical Insti- 
tute , Calcutta , para 32, pages 31-32. 

513. Grants amounting to Rs. 3,30,53,915 had been sanctioned by 
Government to the Statistical Institute, Calcutta, for certain specific 
purposes (including a large expenditure of a capital nature) during 
the years 1951-52 to 1957-58. A grant of Rs. 95 lakhs had been provi- 
ded for in the budget for 1958-59. The certificate regarding the 
proper utilisation of the above grants sanctioned in the years 1953-54 
onwards was awaited in Audit. 

The Institute was a society registered under the Societies Regis- 
tration Act and its accounts were audited by professional auditors. 
No annual balance sheets had hitherto been published and submitted 
to Government. Audit had no means of ensuring that the grants 
were utilised for the* purpose for which they were sanctioned and 
money was spent with due regard to efficiency and economy as the 
accounts of the Institute were rot open for a test check by the Audit 
Department. 

5)14. The Comptroller and Auditor General informed the Com- 
mittee that this para pertained to the Cabinet Secretariat but had 
:>een shown under the Ministry of Home Affairs through an over- 
sight. The Home Secretary stated that the Cabinet Secretary had 
deputed his Deputy Secretary to appear before the Committee. 

515. Thp Chairman, observed that in consonance with well estab- 
lished practice, the Secretary of the Ministry concerned should be 
present to give evidence. In case, he could not be present, he 
should seek prior permission of Ihe Committee to depute another 
senior officer to give evidence. The Committee, therefore, decided 
not to examine the Deputy Secretary and postponed consideration 
of the para. 

516. The Comptroller and Auditor General referred to the Indian 
Statistical Institute Bill, 1959 which wus under discussion in Lok 
Sabha. Under Section 6, the accounts of the Institute were to be 
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audited by auditors to be appointed by the Central Government in 
consultation with the Comptroller and Auditor General and the In- 
stitute. The Central Government were empowered to issue such direc- 
tions to the auditors as they might think fit. The auditors would pre- 
sent their reports to the Institute and also forward a copy thereof to 
the Central Government for their information. 

517. Commenting upon these provisions, he stated that even in 
the case of institutions where the audit was entrusted to professional 
auditors, under a stipulation of the Finance Ministry grants-in-aid in 
excess of Rs. 1 lakh per annum recurring and Rs. 5 lakhs non-recur- 
ring automatically attracted audit scrutiny of the Comptroller and 
Auditor General. 

518. Under the Company Law also directions to the Auditors were 
to be issued by the Comptroller and Auditor General and in oases 
where he considered necessary, he could undertake a supplementary 
or test audit. 

But none of these safeguards had been provided for in the case 
of grants-in-aid to this Institute. It was difficult for him to say 
whether the above provisions were in contravention of the constitu- 
tion. He, however, took the view which was also stated to have- 
been accepted by Government that any withdrawal of funds from the 
Consolidated Fund of India would automatically attract the audit 
scrutiny of the Comptroller and Auditor General. But if moneys 
could be withdrawn from the Consolidated Fund of India and placed 
at the disposal of autonomous institutions without providing for any 
check by the Comptroller and Auditor General as to its utilisation, 
the whole Government could come to be run by corporations or com- 
panies constituted by Government. He felt that such an arrange- 
ment would be a negation of the concept of accountability to Parlia- 
ment. 

519. Alluding to the practice prevailing in the U.K. in this behalf, 
he stated that there the audit of grants-in-aid was one of the important 
functions of the Comptroller and Auditor General. Similarly, in the 
U.S.A., the Comptroller General had even commented on the utilisa- 
tion of aid given to foreign countries. 

Audit Report (Civil), 1959 — Part I 
Delay in the issue of expenditure sanction and omission to provide 
funds, para 30, page 28. 

520. The expenditure amounting to Rs. 17,47,528 incurred by the 
Defence Authorities on behalf of the Ministry on certain measures 
during December 1956 to June 1957 was passed on for adjustment 
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against that Ministry in August, 1957. Further debits amounting to 
Rs. 1,10,619 on that account were also received for adjustment against 
the Ministry in June and November, 1958. The Ministry having 
made no budget provision during 1957-58 and 1958-59 and not having 
issued any expenditure sanction in this regard, the amounts were kept 
unde r a suspense head outside the Consolidated Fund. 

521. The Committee were critical of the practice to keep large sums 
under '‘suspense” which vitiated parliamentary control. 

522. In evidence, the Committee were informed that the accounts 
had since been adjusted. Asked about the delay in this behalf, the 
witness stated that there had been some difficulty in settling the 
allocation of the expenditure to different authorities. 

Appropriation Accounts (Civil), 1956-57 and 1957-58, Volume IX. 

523. The Committee noticed savings under Grant Nos. 51, 57, 58, 
62 and 131 during the year 1956-57. The percentage of savings ranged 
from 12*5 to 52. Similarly, savings under Grunt Nos. 51, 59, 62, 63 
and 120 in the next year ranged from 12*9 to 73*7. 

524. Explaining the reasons for savings of Rs. 76,24,959 out of the 
total provision of Rs. 1.47,66,000 under Grant No. 58 — Kutch in the 
year 1956-57, the Additional Secretary of the Ministry stated that the 
transfer of Kutch to the Bombay State on 1st November, 1956 under 
the States Reorganisation Act accounted for the shortfall as earlier 
the funds had been provided for the fuil year, 

52o. Regarding the savings of Rs. 2,17,83,082 out of the budgeted 
amount of Rs. 5,23,74,000 under Grant No. 62 in the year 1956-57, the 
witness stated that the grant had been sanctioned for the purposes of 
grants-in-aid to State Governments for statistical work, social end 
moral hygiene and after-care services, and welfare of backward 
classes. But the scheme for statistical purposes could not be imple- 
mented by the States due to shortage cl qualified personnel, time tab, n 
for recruitment of staff and setting up of the statistical agencies and 
post-budget modifications of the scheme. There was also a con:i- 
deiable dislocation in work to be done for backward classes due to 
reorganisation of States. 

526. When asked about the reasons for savings under Grant No. 
62. Laccadive, Minicoy and Amindivi Islands in the year 1957-58, the 
witness stated that these islands were under the Madras State before 
reorganisation of the States. Provision was for expenditure on Plan 
Projects. But the amount could not be spent. 

2012 ( Aii ) LS — 14 
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Infructuous expenditure, Note 9, page 10 (1956-57 accounts). 

527. A department entered into an agreement with a flour mill for 
grinding a minimum guaranteed quantity of 90,000 maunds of wheat/ 
barley per month, with effect from the 1st December, 1948, till the 
end of rationing in Delhi. 

When rationing was discontinued on the 28th February, 1954, in 
Delhi, no intimation was sent to the Mill which continued grinding 
upto the 9 th March, 1954. The mill claimed Es. 16,484/8/- as com- 
pensation for the difference between the grinding charges on the 
guaranteed quantity of 90,000 maunds and the quantity of 57,031 
maunds actually ground during the post-rationing period from 1st to 
9th March, 1954 @ -/8/- annas per maund. The department, how- 
ever, rejected the claim on the plea that the Agreement expired on 
the 28th February, 1954, and the minimum guarantee clause did not 
apply thereafter. 

In terms of the Agreement, the mill referred the dispute to arbi- 
tration by the Chief Commissioner. The Arbitrator allowed the 
claim on the mill in full on the 28th December, 1956, for the reasons 
that the mill had been allowed to continue the work of grinding even 
after the termination of rationing on 28th February, 1954, and that in 
the absence of any other agreement the old agreement was applicable 
for the month of March, 1954 and that the minimum guarantee clause 
applied. Government had, thus, to incur an infructuous expenditure 
of Rs. 16,484/8/-. No responsibility had been fixed for the depart- 
mental lapse. 

528. Explaining the circumstances of the case, the Chief Commis- 
sioner, Delhi Administration stated that at the time of termination 
of the rationing on 28th February, 1954, the mill had a left-over 
quantity of 20,900 maunds of grains. Another 10,000 maunds of 
grains were advanced by the Government subsequently. The mill 
wrote a letter stating that as discussed it would grind this stock on 
the same terms as in the previous agreement. But the then Deputy 
Rationing Controller did not reply to that letter, and the mill took it 
that all the terms of the old agreement would apply to the grinding 
of the grains with them. The Deputy Rationing Controller had, 
therefore, been asked to explain his failure to reply to the letter from 
the mill. 

529. When asked about the reasons for delay in asking for his 
explanation, the witness stated that the arbitrator gave his award 
only on 28th December, 1956. Thereafter, the award had been under 
examination of the various Ministries with a view to finding whether 
they would like to go to the Civil Court against the award. 



2o < ; 


Bilasvur Commercial Corporation, Note 8 , page 77 ( 195&-57 

accounts) . 

530. The Committee noticed that the sundry debtors as on 31st 
March, 1958 stood at Rs. 25,878 as against Rs. 36,325 at the end of the 
previous year. They understood from the accounts of 1957-58 that 
a sum of Rs. 20,000 had since been recovered from the ex-ruler in 
April, 1958. 

531. The Committee were informed thct a substantial amount had 
been recovered and the balance related mostly to various departments 
of the Administration. The Committ: e desired to know whether the 
question of recovery of interest from the ex-ruler had been decided 
and, if so, the present position of its recovery. The information 
being not available readily, the witness promised to submit a note to 
the Committee. 

532. The balance of stock of asbestos sheets with the Corporation 
(bought in 1948) stood at Rs. 14,509 on 31st March, 1958. Sheets 
worth Rs. 3,281 had been sold to P.W.D. and the balance auctioned 
for Rs. 2,000 resulting in a loss of Rs. 9,223. 

533. The Additional Secretary of the Ministry admitted that there 
had been delay in the disposal of the sheets. These had been pur- 
chased for the construction of a High School building which was, 
however, abandoned. It was proposed to utilise the sheets for con- 
structing sheds for the Transport Department. But being already 
cut into semi-circular shape, these could not be utilised. He also 
stated that according to the Administration, the sheets were not in 
demand in the market. 

Rosin and Turpentine Factory, Nahan, page 179 (1956-57). 

534. The loss in the working of the factory had been increasing 
from year to year as given below: — 

1955- 56 • Rs. 68,585 

1956- 57 • Rs. 4,19,859 

1957- 58 • • Rs- 6,05,951 

535. Explaining the reasons for the losses, the witness stated that 
the Managing Agents were not managing the factory properly. The 
agreement entered into by the Sirmur Darbar in 1945, was defective 
in so far as it did not place any responsibility for the losses on the 
Managing Agents end gave them a free hand to run the factory for 
20 years. In reply to a question, the Committee were informed that 
there had been losses in the factory during 1948-49 and 1949-50 and 
during the next three years there had been a profit Subsequently, 



206 


there had been a loss in every year. The working of the factory in 
the present year was, however, better as the old managing agency 
had been terminated. 

Sundry Debtors, page 179 (1957-58 accounts). 

536. The outstanding Sundry Debtors at the close of the year 
1957-58 amounted to Rs. 7,90,446 as against Rs. 4,75,362 during 1956-57. 

The Committee desired to be informed about the principal debtors, 
the amounts outstanding against them, the periods for which th: se had 
been outstanding and the chances of recovery thereof. The informa- 
tion being not readily available, the Committee were promised a note. 

Delay in submission of notes /statements. 

537. The Committee took a serious view of inordinate delay on the 
part of the Ministry in furnishing the information required by them 
in spite of several reminders. The Secretary of the Ministry stated 
that the dispatch of the requisite information would be expedited. 

Excesses over Voted Grants. 

538. The following were the three cases of Excesses over Voted 
Grants of the Ministry of Home Affairs during the year 1957-58: — 

1. 55 — Census — Excess Rs. 80. 

2. 60 — Manipur — Excess Rs. 8,63,045. 

3. 61 — Tripura — Excess Rs. 31,35,783. 

Tlie Committee had desired to be furnished with notes stating the 
reasons for these excesses by the 28th October, 1959. These were, 
however, received on 2-11-1959, 14-12-1959 and 1-12-1959 respectively. 

The Committee deprecated the delay on the part of the Ministry 
of Home Affairs in furnishing the notes. The representative of the 
Ministry, however, informed the Committee that to expedite matters, 
an Officer of the rank of Joint Secretary had been deputed to attend 
to the work of the Public Accounts Committee. 

Grants-in-aid to Sarva Seva Sangh. 

539. It appeared from the replies to the questions in Parliament 
that a total grant of Rs. 13-92 lakhs was made to the Sarva Seva 
Sangh by the Government of India to the Orissa Government for the 
development of Gramdan Villages in Orissa (Rs. 2 lakhs were given 
during 1955-56 and Rs. 11-92 lakhs during 1956-57). Of this, they 
could spend Rs. 6.97 lakhs only. Out of the remainder, they were 
stated to have refunded Rs. 4-50 lakhs and the balance cf Rs. 2*45 



207 


lakhs still remained to be surrendered. With a view to ascertaining 
how money provided by the Government was spent by that Organisa- 
tion and whether the accounts were audited by the A.G., Orissa, a 
reference was made to the Ministry who had, inter alia, stated that 
the Sangh did not furnish the accounts in time; even the accounts 
furnished later in the year 1958 showed certain discrepancies from 
the figures reported earlier. Further grant to the Sangh had been 
stopped by the State Government and they had asked the Sangh to 
refund the unspent balance. 

540. The Committee were informed by the witness that the Sangh 
had refunded all the amounts due from them. They hod also fur- 
nished accounts of the money spent by them so far. But these had 
not yet been scrutinised by the Orissa Government. He promised to 
furnish the results of the scrutiny as soon as they were received from 
the State Government. Asked about the beneficial results of grants- 
in-aid to the Sangh, the witness stated that the organisation of the 
Sangh were not well-equipped to tackle work and had, therefore, 
failed. The Orissa Government had themselves taken over the job 
of the development of Gramdan Villages. 

MINISTRY OF LABOUR & EMPLOYMENT 
Audit Report (Civil), 1958 — Part I 

Loss due to non -occupation of miners’ Quarters, para 33, pages 32-34. 

541. Government sanctioned an estimate for Rs. 1,01,25,000 for the 
construction by the Coal Mines Welfare Organisation of 4,500 quarters 
at Bhuli Township for providing better housing accommodation to 
the workers employed in the coal mines. The Organisation, however, 
decided in 1947 to construct only 2,000 quarters. Actually only 1,566 
quarters were constructed, at a total cost of Rs. 77,25,898, the first 
batch of 200 being ready for occupation in April, 1950, the second batch 
of 220 a year laier and the remaining 1,146 in April, 1953. 

The progress of allotment and occupation of the quarters had been 
so slow that in December, 1955 (i.e., over 5 years after the initial 
construction) above two-fifth of the quarters remained vacant and 
about one-third remained unoccupied even at the end of December, 
1957. 

The loss to the Organisation in the shape of rent for the vacant 
quarters upto February, 1958 at the minimum rate of Rs. 2 per 
mensem per quarter was of the order of Rs. 73,500 assuming that free 
transport had been arranged for the workers in all cases. 

A similar loss of about Rs. 5,900 in rent was sustained by the 
Welfare Organisation as 28, out of 48 quarters, constructed at an 
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approximate cost of Rs. 1.23,000 in 1947 in another Coal Field Area, 
remained vacant from April, 1948 to January, 1957. From 1st Feb- 
ruary, 1957 all the 48 quarters including the land were handed over 
to the West Bengal Government temporarily at a monthly rental of 
Rs. 576, for the lot. 

542. The Committee enquired the latest position about the number 
of the quarters lying vacant. The Secretary of the Ministry stated 
that excepting 112, all the quarters were occupied. There would 
also be no difficulty in the allotment of these 112 quarters. It was 
explained that the main reason for miners’ r luctxmce to move into 
those houses was lack of transport. The rent was not a problem as 
under the bye-laws of the organisation the monthly rent of each 
quarter was fixed at Rs. 8 of which Rs. 2 wer > payable by the miner 
and Rs. 6 by his employer. If the management provided transport, 
it was exempted from the payment of their share of rent of Rs. 6 per 
quarter. 

543. Und r the latest arrangement, buses had been provided by the 
employers. Scarcity of water was another problem. It was pro- 
posed to solve the problem by getting water from D.V.C. As that 
would take some time, tube-wells had been sunk. Electricity was 
being provid cl to the miners, and the railways had provided a halt at 
the place. All these measures, he thought, would make the place 
more attractive. When asked how the recurring expenditure on the 
maintenance of quarters was to be met if the employees’ share of rent 
was not r covered the witness stated that that would be a charge on 
the Coal Mines Labour Welfare Fund. 

Appropriation Accounts (Civil), 1956-57, Vol. XIU, page 20, Grant 
No. 71 — Chief Inspector of Mines. 

544. There was a saving of Rs. 11,98,906 out of a total provision of 
Rs. 24,40,000 under this grant, viz., 49 per cent. 

Explaining the reasons for savings, the witness stated that in spite 
of rep.ated advertisements, Government had not been able to get the 
requisite technical personnel. Recently, the pay scales had been 
improved and it was hoped that vacancies would be filled up. The 
Committee enquired why the Ministry could not train some person- 
nel at their own expense. It was stated in evidence that training 
facilities were being increased, but the course of training being very 
lengthy, they did not provide an immediate solution of the problem. 
This attracted comment from the Comptroller and Auditor General 
that in that case provision of funds should -be in accordance with the 
realities. 
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Page 24, Grant No. 136 — Capital Outlay of the Ministry of Labour. 

545. In this case also, there was a saving of Rs. 33,80,357 out of a 
total provision of Rs. 55,00,000, viz., 61 per cent. 

The Committee were informed by the witness that the scheme for 
training of craftsmen w*as under the Central Government till Novem- 
ber, 1956. The entire expenditure of Regional Directorate, Assistant 
Director of Training and equipment for training institutions used to 
be met by the Central Government. But the running expenditure 
of the training institutions used to be shared in the ratio of 60 to 40 
by the Centre and State Governments. 

548. In pursuance of the Shiva Rao Training Committee’s recom- 
mendations, the whole Organisation was handed over to the State 
Governments in November, 1956, and the expenditure was to be shared 
in the ratio of 60 to 40 between the Central and State Governments. 
But when the budget provision was mode, the change in the pattern 
of financing had not been visualised. It was also at this time that the 
States were reorganised. Thus the full amount could not be spent. 

Appropriation Accounts (Civil), 1957-58, Vo l. XIJ— Heavy accumula- 
tion of recoverable bills , Note 11, page 18. 

547. A total sum of Rs. 1,49,162 representing (i) the cost of special 
drug and X-ray charges at half rates, due from certain Collieries for 
treatment of their patients (Rs. 96,913), (ii) X-ray charges due from 
entitled persons at half-rates and non-entitled persons at full rates 
(Rs. 4,240), (iii) treatment charges due from non-entitled persons 
including the staff of Coal Mines Provident Fund Commissioner and 
Mica Mines Labour Welfare Fund Organisation (Rs. 26,229) , (iv) hire 
charges for use of the Ambulance Van (Rs. 8,573), and (v) the cost 
of treatment of the officers and the staff of the Ccal Mines Labour 
Welfare tund (Rs. 13 207; was outstanding in the accounts of a 
Central Government Hospital on 1st May. 1958. Out of this amount, 
a sum of Rs. 32,145 had been recovered upto 31st December, 1958 
leaving a balance of Rs. 1,15,955 still to be recovered on that date. 

548. It was explained to the Committee by the witness that there 
had been accumulations of recoverable bills since 1951. The hospitals 
till 1954 did not supply expensive medicines like antibiotics, etc. free 
of cost. The patients had to make payments icr them and the bills 
there for were sent to the collieries. Subsequently in 1956, it was 
considered that as the cess was being collected for the welfare of the 
miners, whatever expenditure was considered reasonable by the 
doctors, should be met from the Welfare Fund itself. It was also 
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considered that this new policy might be made applicable with retros- 
pective effect. But it was feared th*at that might lead to claims for 
refunds from persons who had already paid for the costly medicines* 

549. He, however, thought that there was a case for reconsideration 
of the whole matter. Wherever expenditure had been incurred on 
the treatment of miners, it need not be recovered. But in case of 
other items, though smaller in terms of money, the persons concerned 
should be required to pay. Meanwhile, the Government were trying 
to collect all the arrears. 

Outstanding Recommendation — 20th Report (Second Lok Sabha) 

Statutory provision to provide medical facilities to the miners by the 
owners of collieries, para 32. 

550. The Committee were informed that the matter was still under 
examination of the Government. 

551. The Committee then adjourned sine die. 



PROCEEDINGS OF THE FIFTY-THIRD SITTING OF THE PUBLIC 
ACCOUNTS COMMITTEE HELD ON WEDNESDAY, THE 16TH 
MARCH, 1960. 

552. The Committee sat from 15.00 hours to 17*45 hrs. 

PRESENT 

Shri Upendranath Barman — Chairman 
Members 

2. Pandit Jwula Prasad Jyotishi 

3. Shri Radha Raman 

4. Shri Rameshwar Sahu 

5. Shri T. R. Neswi 

6. Shri T. Sanganna 

7. Shri Jaipal Singh 

8. Shri Shraddhakar Supakar 

9. Shri Amolakh Chand 

10. Rajkumari Amrit Kam- 

il. Shri Surendra Mohan Ghose 

12. Shri Jaswant Singh. 

Shri G. S. Rau, Addl. Dy. Comptroller & Auditor General. 
Shri S. Venkataramanan. Accountant General, Central 

Revenues. 

Shri P. V. R. Rao, Director of Audit, Food, Rehabilitation* 
Supply, Commerce, Steel and Mines. 

Shri P. K. Sen, Director of Commercial Audit. 

Secretariat 

Shri V. Suhranianian — Deputy Secretary. 

Shri Y. P. Passi — Under Secretary. 

■an 

553. The Committee took up consideration of their Twenty-fifth 
Report on the Appropriation Accounts (Civil), 1956-57 and 1957-58 
and Audit Reports (Civil), 1958 and 1959, Part I and approved, sub- 
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ject to certain modifications here and there, draft paras relating to the 
Ministries of Rehabilitation, Rehabilitation Finance Administration, 
Commerce & Industry (Nahan Foundry and Sindri Fertilizers and 
Chemicals Ltd.), Finance and Health. 

554. The Committee then adjourned till 15’ 00 hours on Thursday, 
the 17th March, 1960 to take up further consideration of the draft 
paras relating to other Ministries. 



PROCEEDINGS OF THE FIFTY-FOURTH SITTING OF THE PUB- 
LIC ACCOUNTS COMMITTEE HELD ON THURSDAY, THE 
17TH MARCH, 1960. 

555. The Committee sat from 15.00 to 17.30 hours. 

PRESENT 

Shri Upendranath Barman — Chairman 
Members 

2. Shri T. Manaen 

3. Piindit Jwala Prasad Jyotishi 

4. Shri Radha Raman 

5. Shri Rameshwar Sahu 

6. Shrit T. R. Neswi 

7. Shri T. Sanganna 

8. Shri Vinayak Rao K. Koratkar 

9. Shri Jaipal Singh 

10. Shri Shraddhakar Supakar 

11. Shri Amolakh Chand 

12. Rajkumari Amrit Kaur 

13. Shri Surendra Motion Ghose 

14. Shri Jaswant Singh. 

Shii G. S. Rau, Addl. Dy. Comptroller & Auditor General. 
Shri S. Vcnkataramanan, Accountant General, Central 

Revenues. 

Shri P. V. R. Rao, Director of Audit , Food, Rehabilitation, 
Supply, Commerce, Steel and Mines. 

Shri P. K. Sen, Director of Commercial Audit. 

Secretariat 

Shri V. Subramanian — Deputy Secretary. 

Shri Y. P. Passi — Under Secretary, 
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556. The Committee resumed consideration of their draft Twenty- 
fifth Report on the Appropriation Accounts (Civil) , 1956-57 and 1957- 
58 and Audit Reports (Civil), 1958 and 1959 Part I and approved, 
subject to certain modifications here and there — 

(i) Draft paras relating to the Ministries of Irrigation & Power, 
Works, Housing & Supply, Commerce & Industry and Steel, 
Mines & Fuel; 

(ii) Chapter I — Financial Results of the Government of India 
(Civil Grants) for 1956-57 and 1957-58. 

(iii) Chapter II — Budgeting and Control over Expenditure; ond 

(iv) Introduction. 

557. The Committee authorised the Chairman to sign the Report 
and present it to Lok Sabha. 

558. The Committee also authorised Shri Surendra Mohan Ghose 
to lay the Report on the Table of Rajya Sabha. 

559. The Committee then adjourned to meet again at 15.00 hours on 
Tuesday, the 22nd March, 1960 when they will inter alia take up con- 
sideration of the draft paras relating to the other Ministries. 



PROCEEDINGS OF THE FIFTY-FIFTH SITTING OF THE PUBLIC 
ACCOUNTS COMMITTEE HELD ON TUESDAY, THE 22ND 
MARCH, 1960. 

560. The Committee sat from 15.00 hours to 16.15 hours. 

PRESENT 

Shri Upendranath Barman — Chairman 
Members 

2. Pandit Jwala Prasad Jyotislii 

3. Shri Rarmshwar Suhu 

4. Shri T. R. Neswi 

5. Shri Yadav Narayan Jadhav 

6. Shri Shraddhakar Supakar 

7. Rajkumari Amrit Kaur. 

Shri G. S. Rau, Addl. Dy. Comptroller & Auditor General . 

Shri S. Venkntaramanan, Accountant General , Central 
Revenues . 

Shri P. V, R. Rao, Director oj Audit , Food, Rehabilitation , 
Supply , Commerce , Steel and Mines. 

Shri P. K. Sen, Director of Commercial Audit. 

Secretariat 

Shri V. Subramanian — Deputy Secretary. 

Shri Y. P. Passi — Under Secretary. 

561. The Committee took up further consideration of their draft 
Twenty-fifth Report on the Appropriation Accounts (Civil), 1956-57 
and 1957-58 and Audit Reports (Civil) , 1958 and 1959 Part I and ap- 
proved, subject to certain modifications here and there, draft paras 
relating to the Ministries of External Affairs, Food and Agriculture, 
Home Affairs, Information and Broadcasting, Education, Scientific 
Research and Cultural Affairs and Transport and Communications 

562. The Committee then adjourned till 14.30 hours on Thursday, 
the 24th March, 1960 to take up further consideration of the draft 
Twenty-sixth Report relating to the Iron & Steel Controller’s Organi- 
sation. 
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materials. They were given understand that the firm with 
whom orders were placed for equipment had no experience in 
that line of manufacture. 

The Committee were concerned at the large expenditure already 
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The Committee were* informed by Audit that t 
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to experiment in this manner. 
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tances. Tlic Committee were not, however, convinced by • his 
explanation. In their opinion, th’ : s is a case in which the persons 
who allowed these mistakes to po undetected escaped the conse- 
quences of their negligence by the passage of time. 
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and Turpentine Factory? Nahan, under the new set-up through 
future Reports. 

The Committee feel that a more energetic drive is. necessary to 
recover the balance of Rs. 3?7^?3 I 5 some of which had been 
outstanding since April? 1952 • 
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Transport & Communica- The Committee would like to be informed of the final outcome 
tions (Deptt. of Trans- of the disciplinary case against the Tourist Officer and also the 

port)* remedial measures taken by Government to obviate recurrence of 

such cases. 
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APPENDIX II 

(Roforrod to in Para HO of the Report) 

GOVERNMENT OF INDIA 

MINISTRY OF FOOD ft AGRICULTURE 
(DEPARTMENT OF AGRICULTURE) 

Audit Report (Civil) 1958 — Part I 

1. Delay in execution of scheme, Para 22, Pages 21 — 23. 

A note exploring the. feasibility of producing security paper for 
currency purposes at the pilot plant referred to in this para. 

In his report (August 1957) on the enquiry into the delay in 
setting up of the paper plant at the Forest Research Institute, Dehra 
Dun, Professor M. S. Thacker, Secretary, Minis* ry of Scientific Re- 
search ft Cultural Affairs, made the following suggestions: — 

"I suggest, the possibility of using this plant for producing 
special qualities ol paper which are required in limited 
quantities for Government use such as for secunU 
printing, 'hould be fullv explored so as to derive th< 
maximum benefit ou: of thi« equipment.” 

Tins .'ii:;ge:t : i»n was accepted. ft was also ascertained imm the 
firm which supphou i he nrwhmer. and oquipmont for die papej 
plan' that the plant contained all necessar\ equipment for ihe maim 
lucLnv of various types ol paper and board including currency 
paper, bank note papers and other security papers. 

2. A suggestion had also been received from the Development 
Wing of the Ministry of Commerce end Industry t h it one of the 
priority investigations to be undertaken with the plant should be 
to endeavour to produce car ridge paper ol the specifications lequw 
ed by the Ministry of Defence. The Special Oom.mtUe sw ig 
under the Chairmanship of Dr. J. W. Wlntakar (Dweclor, Indian 
School oi Mines, Dhanbad) to progress die Cvimpletion oj thn pro- 
ject, considered the suggestion made by Prof. Thacker and obser\ r eci 
as follows: — 

“With regard lo raw materials, power, water, etc., it will be* 
seen that the pre-requisites lor the satisfactory running 
of such a project on commercial scale as mentioned in 
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para (iv) of Section IV— Cem ral-ot Prof. Thacker's re- 
port oi 20th August 1957, are not fulfilled. The Com- 
mittee, therefore, considers that this project oi running 
the plant on a commercial scale to utilise the full capa- 
city of the plant is not likely to be feasible. This plant 
should he tuorked only for purposes of Research and 
Education for tohich it xva s* meant and limited supplies 
of special types of papers as envisaged in Prof. Thacker’s 
report — para (v) — should be manufactured within avail- 
able resources of power and water and after working 
out the economics of such a project carefully 

Accordingly it is intended that, after the plant is commissioned, 
investigations should be taken up on the feasibility of producing; 
special types of paper utilising the surplus capacity of the plant 
after meeting the requirements of research and training for which 
it is primarily intended. It will also be necessary, as suggested by 
♦he Whitakar Committee, that the economics of such production 
should be worked out carefully. 

3. In June, 1959 an enquiry was received from the Ministry of 
Finance whether this plant could be handed over to them for use in 
their project tor setting up a security paper mill That Ministry 
was informed that while it would not be possible to hand it over 
as desired, we would be glad to make available its spare capacity 
for producing limited supplies of special types of paper like secu- 
rity paper after the possibility of its use for this purpose had been 
investigated and established. It was, however, understood that the 
Finance Ministry was not interested in operating any plant in Debra 
Dun and in any case in sharing the use of the plant with any othei 
organisation and the matter had, therefore, been dropped. 

4. The erection of the paper plant is now complete. The rest oi 
the installation is expected to be completed by the end of Febru- 
ary, , 1960. In March 1960 the entire plant is, therefore, expected to 
go into operation. Meanwhile trial runs have already been under- 
taken on the paper machine utilising locally arranged pulp in the 
beaters. 

5. It has been possible to arrange for the water supply required 
for running the plant to its full capacity of 6 tons per day hv instal- 
ling a tubewell with a capacity of about 30,000 gallons per hour. 
Arrangements have also been made for additional electric power 
of 650 KVA against the total of 800 KVAs required for operating 
the plant to its full capacity. As regards raw material, this will bo 
obtained from various sources including local resources, for the 
purposes of training and research and also for limited production 
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purposes if ultimately it is decided to undertake production even 
of a limited scale. 

6. To sum up, the feasibility of producing special types of paper 
will be investigated after the plant has been fully installed. If the 
investigations show that it will be possible to produce such paper 
economically, the production of such paper will be taken up to the 
extent of the spare capacity available after the requirements of 
training and research have been fully met. 


AMEER RAZA, 

Joint Secretary to the Govt . of mdia. 
Ministry of Food & Agriculture , 

(Depll. of Agriculture) . 
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